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ABSTRACT 
 
It is twenty-one years since South Africa’s democracy and t he majority of South 
African households can still be classified as poor, despite the various interventions 
by Government to reduce poverty and i nequality. The measurement used to 
determine the financial status of a household at a given point in time is its net equity 
in accordance with its Statement of Financial Position, calculated as its assets 
owned less liabilities owed. This study aimed to identify the selected significant 
factors that affect a South African household’s net equity value.  
 
In order to achieve the aim of this study, a he uristic model consisting of two 
components was developed. The first component considered which assets and 
liabilities should be included in determining a household’s net equity and how these 
assets and liabilities should be valued. The second component identified the 
selected factors that influence a household’s net equity. The heuristic model was 
applied to the empirical data using three phases. Firstly, the net equity value was 
calculated for each household. This was followed by an anal ysis of the selected 
factors that significantly influence household net equity. The last phase was 
performed to determine the effect of the identified selected factors in explaining the 
difference between households that have above average net equity values and those 
having below average values. 
 
The results of the study indicated that 11 selected factors significantly influence the 
net equity value in the South African household’s Statement of Financial Position. 
Seven of those factors significantly explain between 28,3 percent and 38,1 percent 
of the differences in the net equity value of a h ousehold when comparing the 
households with above average net equity value with those with below average 
values. This is useful information for policy makers in identifying the selected factors 
that will most significantly increase the net equity value of a household with a net 
equity value below the South African average.  
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CHAPTER 1: INTRODUCTION 
 
1.1 INTRODUCTION  
CHAPTER 1 
Since the onset of democracy in 1994, the South African government has introduced 
various programmes to alleviate poverty and increase the wealth of its people. These 
programmes include the Reconstruction and Development Programme (RDP), the 
Growth, Employment and Redistribution Strategy (GEAR), the National Growth and 
Development Strategy (NGDS) and the National Development Plan 2030 (NDP). 
One of the results of these programmes is that government is currently providing 
social assistance grants to more than 16,5 million beneficiaries (South Africa. 
National Treasury, 2015).  
 
This has resulted in a significant move of adults from the lower LSM (Living 
Standards Measure) to the higher LSM groups, indicating an overall increase in 
living standards (South African Audience Research Foundation, 2004). However, 
despite the changes that have taken place, the perception exists that the majority of 
South Africans still live in poverty, with little or no assets or savings. The assistance 
provided by government to low-income households seems to have been ineffective 
in reducing income inequality (and related net wealth inequality) as South Africa is 
ranked amongst the most unequal countries in the world according to its Gini 
coefficient (Leibbrandt, Woolard, Finn & Argent, 2010; Inchauste, Lustig, Maboshe, 
Purfield, C. & Woolard, 2014). A recent report by Oxfam found that the net equity 
value of the two richest people in South Africa equals the net equity value of the 
bottom 50 percent of the population (Oxfam, 2014). 
 
The unequal distribution of income can be observed when evaluating the South 
African tax base. South Africa’s estimated population is 54 million people, of which 
33 million are adults (South Africa. Statistics South Africa, 2015); yet only 15,4 
million people were on the income tax register in 2014 and even fewer contribute to 
national government by having to pay income tax (only 6,5 million people were 
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expected to submit income tax returns for 2013) (South Africa. National Treasury, 
2014). 
 
This small tax base can influence government’s policy options, in terms of not only 
reducing poverty but also increasing savings (Smith, 2008). Government relies on 
taxes collected to fulfil its duties, which include improving the living conditions of its 
people. An increase in household income and wealth will not only increase the tax 
base but will also reduce the expenditure on support provided to households in the 
form of social grants. An increase in household wealth will lead to an increase in tax 
collection from both income taxes and consumption taxes, which in turn can assist in 
reducing the overall tax burden and improving economic growth (South Africa. South 
African Revenue Service, 2012). 
 
Stiglitz (1998) argues that governments must provide the economic environment that 
will enable households to prosper and accumulate wealth. In order to understand the 
effect that government policies have on poverty reduction and increases in savings 
as a form of wealth creation and accumulation, for the purpose of this study the 
concept of wealth must first be described.  
 
Studies in different fields of study have been investigating household assets and 
liabilities, and their relationship. Despite the fact that all the studies use the same 
basic measure, namely assets owned less liabilities owed, as shown in figure 1.1, 
this relationship is described in various different ways for example equity, net assets, 
net equity, household wealth, net wealth and net worth (King & Leape, 1987; 
Jappelli, 1999; Davies, Sandstrom, Shorrocks & Wolff, 2007; Scholz & Seshadri, 
2007; Guiso & Sodini, 2012). As the current study is based in the field of accounting 
and more specifically household accounting it will make use of the term as described 
in the System of National Accounting developed by the World Bank namely Net 
equity. Although the list of assets and liabilities can be referred to as a household’s 
balance sheet (the System of National Accounting) the more generally used term of 
Statement of Financial Position prescribed by the International Accounting Standards 
Board was used in this study. 
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Figure 1.1 Assets – Liabilities = Net equity2 
 
Several authors have described the relationship between net income (saving) and 
net assets (assets less liabilities; also known as net equity) (Lusardi, 2000; Baek and 
DeVaney, 2004; Davies, 2008; Lafrance & LaRochelle-Côté, 2012). Modigliani 
describes the creation of saving as the difference between incomes earned plus 
capital gains less consumption expended (Modigliani, 1988). An analysis of the 
definition indicates that deferred consumption leads to savings (in some form of an 
asset) that are accumulated during a person’s working lifetime. In most cases, some 
form of dissaving (consumption of assets) takes place after retirement. This 
phenomenon was described by Friedman (1957) in the ‘permanent income 
hypothesis’ and Ando & Modigliani (1963) in the ‘life-cycle hypothesis’. 
 
International studies have identified several factors that influence a hous ehold’s 
saving behaviour and therefore its net equity (assets less liabilities) (Lusardi, 2000; 
Baek and DeVaney, 2004; Davies, 2008; Lafrance & LaRochelle-Côté, 2012). This 
study investigated whether selected factors significantly influence the net equity 
value in the Statement of Financial Position of South African households. The results 
could indicate which groups could be t argeted by government interventions to 
improve their net equity value and thereby decrease their poverty levels.   
 
1.2 BACKGROUND  
 
Various international studies have evaluated factors that influence net equity 
(Yadollahi, Paim, Othman & Suandi, 2009; Behrman, Mitchell, Soo, & Bravo, 2010; 
Pawasutipaisit & Townsend, 2011; Van Rooij, Lusardi, & Alessie, 2011; Hira, Sabri, 
Assets Liabilities Net equity 
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& Loibl, 2013). Although these international studies provide some guidance on 
aspects to be c onsidered, each country’s history and own development has an 
impact on the results obtained. This is also true for South Africa. The legacies of 
South Africa’s past might result in certain factors in international studies being 
important, or not being important at all.  
 
1.2.1 SOUTH AFRICA’S HISTORICAL BACKGROUND  
 
South Africa’s historical growth patterns have resulted in a highly unequal society 
with a strong racial element (Leibbrandt et al., 2010). Apartheid denied many South 
Africans access to markets, infrastructure and education. This restricted the majority 
of South Africans from developing and accumulating assets and creating wealth 
(Carter & May, 1998; South Africa. Department of Trade and Industry, 2003). 
 
To improve income distribution and prevent and alleviate poverty, the Constitution of 
South Africa (Act 108 of 1996) affords every individual the basic human right to 
access social security and social assistance (South Africa, 1997). 
 
Even with the abolishment of the last of the apartheid laws in 1990 and the 
provisions of the Constitution, extreme poverty and inequality still exist, with sections 
of the population still living below the poverty line (Oosthuizen, 2008; Inchauste et 
al., 2014). Nonetheless, there has been an increase in the number of individuals that 
are able to access some form of income. As discussed in the previous section, an 
increase in the income a household earns can result in some form of saving, even if 
it is in an informal saving instrument. Over and above the access to social grants, 
government has also instituted several programmes aimed at providing housing to 
previously disadvantaged groups, for example the Reconstruction and Development 
Programme (RDP), Informal Settlement Upgrading, Social (Medium-density) 
Housing and the Rural Housing Instruments (South Africa. Department of Human 
Settlements, 2004).  
 
International studies have found that residential property (houses) is in most cases 
the largest component of any individual’s wealth (Hilber & Liu, 2008; Turner & Luea, 
2009; Grinstein-Weiss, Key, Guo, Yeo, & Holub, 2013). Although these policies are 
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aimed at increasing household net equity, the majority of studies since the arrival of 
democracy in South Africa have focused mainly on t he alleviation of poverty as a 
result of government interventions (May, 2010; Leibbrandt et al., 2010; Van der Berg, 
2011). However, this study focused on the value of household net equity and the 
selected factors that influence it. The results of a literature survey in terms of the 
selected factors that influence net equity are discussed in the next section. 
 
1.2.2 SELECTED FACTORS INFLUENCING NET EQUITY  
 
Studies investigating the accumulation of net equity by households and the factors 
that influence it can be divided into two categories, the first looking at macro 
processes (the economy as a whole) and the second dealing with individual and 
family processes (Keister & Moller, 2000). 
 
Macro-economic studies investigate the processes in the economy that contribute to 
the distribution of wealth to and within the household sector. As this study focused 
on factors influencing individual household net equity, these studies were not 
included in the remainder of the initial literature review (see chapter 2, section 2.2.3, 
for a discussion of macro-economic principles that apply in net equity creation).  
 
The study mainly focused on individual and family processes studies which identified 
factors that influence household net equity or wealth. The selected factors identified 
in the previous studies were compared to the household characteristics prescribed 
by the OECD (2013). Although the OECD classifies the most common household 
characteristics as household size and composition, geographic location, tenure type, 
income and wealth classes and age, education attainment and/or labour force status 
of the household reference person, only those factors identified through the literature 
review as influencing household net equity were selected. In order to facilitate the 
discussion of these factors as well as the analysis of the data, the factors identified 
for inclusion in the study were divided into two groups namely those linked to the 
individual person or household (personal factors) and those related to the family 
background of the household being investigated. The following sections provide an 
overview of these selected factors (a detailed discussion of the selected factors is 
provided in chapter 3). 
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1.2.2.1 Personal factors 
 
Various studies identified factors that could be considered to evaluate their impact on 
net equity values and wealth accumulation. The following are the factors identified in 
more than one previous national or international study:  
 
• Age: Several studies have found a correlation between age and net equity 
(Yadollahi, Paim, Othman & Suandi, 2009; Behrman, Mitchell, Soo, & Bravo, 
2010; Pawasutipaisit & Townsend, 2011; Van Rooij, Lusardi, & Alessie, 2011; 
Hira, Sabri, & Loibl, 2013). 
 
• Employment status: Anan and Townsend (2011) found that employment status 
was a major contributor to net equity. Additionally, Hilber and Liu (2008) found 
that the employment status of the head of the household is a predictor of home 
ownership (traditionally the largest portion of a household’s net equity value). 
 
• Household structure: The number of children in a household, the marital status 
of the members of the household as well as a household’s life stage correlates 
with net equity ownership (Keister & Moller, 2000; Keister, 2004; Anan & 
Townsend, 2011; Addoum, 2012; Semyonov & Lewin-Epstein, 2013). 
 
• Gender: The wealth accumulation of an i ndividual is affected by his or her 
gender, with men having comparably higher net equity than women (Hartog & 
Oosterbeek, 1998; Wilmoth & Koso, 2002; Schmidt & Sevak, 2006; Behrman et 
al., 2010; Van Rooij, Lusardi, & Alessie, 2011). 
 
• Occupation and income levels: The occupation of the head as well as the 
income levels of the household has been found to explain differences in asset 
holdings (Keister, 2004; Schmidt & Sevak, 2006; Yadollahi et al., 2009; Van 
Rooij, Lusardi, & Alessie, 2011). 
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• Education level: An individual’s level of education has an impact on the level of 
net equity (Hartog & Oosterbeek, 1998; Charles & Hurst, 2001; Schmidt & 
Sevak, 2006; Yadollahi et al., 2009), with an increase of the educational 
attainment linked to an increase in asset accumulation by the household 
(Alliance for Excellent Education, 2007). 
 
• Financial literacy: The financial literacy of the head of a household also 
influences the level of net equity of the household, with the level of literacy 
positively correlated to wealth ownership (Behrman et al., 2010; Van Rooij, 
Lusardi, & Alessie, 2011). 
 
• Geographic location: The country, province or area in which a ho usehold 
resides influences the level of net equity of the household (Dua-Agyeman 2005, 
Leibbrandt et al., 2010, Pfeffer & Hällsten, 2012; Semyonov & Lewin-Epstein, 
2013).  
 
Several studies have found other factors that have an influence namely Intelligence 
quotient (IQ) (Hartog & Oosterbeek, 1998), Immigrant status (Keister, 2004; 
Semyonov & Lewin-Epstein, 2013) and religion Keister (2004). The selected factors 
are analysed in chapter 3. 
 
1.2.2.2 Family background factors 
 
The second group of factors that have been found to influence a household’s net 
equity relate to its family background. The following are the factors identified in more 
than one previous national or international study: 
 
• Parents’ education levels: Studies have found that the parents’ education 
levels have a s ignificant effect on wealth creation (Hartog & Oosterbeek, 
1998; Keister, 2004; Behrman et al., 2010). 
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• Parental net equity: The net equity of the parents influence the level of net 
equity of the children with studies finding a positive correlation (Charles and 
Hurst, 2001; Baek and DeVaney, 2004, Zhan and Sherraden, 2011; Pfeffer 
and Hällsten, 2012 & Karagiannaki, 2012) 
 
• Number of siblings: The number of siblings in a f amily or being part of an 
extended family has a significant impact on a person’s wealth accumulation 
(Hartog & Oosterbeek, 1998; Charles & Hurst, 2001; Keister, 2004). 
 
• Ethnicity: Ethnicity is found to have an observable difference in net equity as 
various studies have shown that the net equity of whites is more than the 
comparable net equity of non-whites (Wolff, 1981; Keister & Moller, 2000; 
Schmidt & Sevak, 2006). 
 
• Transfers and bequests: Several studies have found that transfers and 
bequests received by a household significantly increase their net equity (Gale 
and Scholz, 1994; Charles & Hurst, 2001; Schmidt & Sevak, 2006; Semyonov 
& Lewin-Epstein, 2013 & Wolff and Gittleman, 2014). 
 
1.2.2.3 Heuristic model  
 
The analysis of the literature identified two distinct components that form the basis of 
this study. The first component considered which assets and liabilities should be 
included in determining a household’s net equity and how these assets and liabilities 
should be valued. The second component that forms the basis of this study is the 
selected factors that influence a household’s net equity. The development of a 
heuristic model is suitable as heuristics are used to discover relations in qualitative 
data. Figure 1.2 provides the primary structure of the heuristic model that will be 
used in this study. 
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Figure 1.2 Selected factors influencing household net equity3 
1.3 PROBLEM STATEMENT  
 
From the literature review it emerged that various international studies investigated 
factors with an influence on household net wealth accumulation. At the time of 
commencement of the study, no similar study which used micro economic data to 
investigate the significance of the selected factors on households’ net equity could 
be found in South Africa.  
 
The research objective of the study was to determine whether the selected factors 
significantly influence the assets, liabilities and net equity of the South African 
household’s Statement of Financial Position. In order to achieve this objective, the 
following research question was formulated: 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
Selected factors 
 
Personal factors  
 
Family background factors 
 
 
 
 
 
  
Household  
net equity 
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Which of the selected factors have a significant influence on the net equity value of 
the South African household’s Statement of Financial Position? 
 
To answer the research question, the following sub-questions were formulated: 
Sub-question 1:  
 Which assets and liabilities must be included when measuring the net 
equity value in a household’s Statement of Financial Position and how 
are the assets and liabilities valued? 
Sub-question 2:  
 Which of the selected factors influence the net equity value in a 
household’s Statement of Financial Position? 
 
1.4 RESEARCH METHODOLOGY 
 
For the first phase of the study, a conceptual analysis (qualitative research design) 
was adopted as the research method. This method made use of the archival 
research method to analyse historical documents, reports and articles. The results of 
this phase were used to develop a heuristic model of selected factors influencing 
household net equity value (assets less liabilities). The heuristic model consisted of 
two components. The first component described how to measure the net equity (see 
chapter 2), and the second component identified selected factors that influence 
household net equity (see chapter 3). 
 
In the second phase of the research the heuristic model was applied to the empirical 
data obtained from the household financial wellness omnibus survey to determine if 
the selected factors included in the heuristic model were also significant in the South 
African context (see chapter 5). For the purposes of this study, a selected factor was 
considered to be significant if the statistical analysis found that it had a statistically 
significant influence on the net equity value of a household (see Chapter 5).  
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To determine the statistical significance of the selected factors (independent 
variables) on the net equity value of a household (dependent variable), the following 
process was followed for each factor. Firstly the empirical data was analysed by 
means of descriptive statistics to identify if there was in fact any noticeable difference 
in the results. Thereafter, inferential statistical analysis (ANOVAs or t-test) was done 
to determine if the independent variable had a significant influence on the dependent 
variable. Finally, a c ategorical regression model was developed to determine the 
effect of the different variables on the net equity groups in which a respondent was 
classified.  
 
Permission was obtained from the Bureau for Market Research at Unisa to use the 
data available in the Momentum/Unisa South African household financial wellness 
omnibus survey 2012/2013 for the purpose of this study. As this study used data 
obtained from an omnibus study, only selected independent variables were available 
for analyses. Ethical clearance was obtained in accordance with the University of 
South Africa’s (Unisa’s) ethical policy for the use of secondary data. 
 
1.5 SCOPE AND LIMITATIONS 
 
This study used data obtained from an omnibus study which is representative of all 
the households in South Africa. The data collected during the omnibus study are 
subject to the following limitations:  
• Self-reporting: Similarly to other international studies collecting household 
data at a m icro level, the accuracy of all amounts cannot be independently 
verified.  
• Inaccessibility of high-income households: Similar to comparable international 
studies, access to high net worth households were limited which resulted in 
sample bias in relation to the high net worth groups.  
 
A second limitation in the study is the fact that not all the factors identified in the 
literature were included in the omnibus study mainly due t o cost considerations. 
12 
 
However, as the majority of the factors were included, the study provides valuable 
insights into the topic of this study.  
 
1.6 CHAPTER LAYOUT 
 
This dissertation has been structured into the following chapters in order to achieve 
the purpose of this study: 
 
CHAPTER 1: INTRODUCTION 
In this chapter the introduction and background to the study have been provided. 
The research problem and objectives of the study were formulated. This was 
followed by an explanation of the research methodology applied in the study and the 
chapter layout. 
 
CHAPTER 2: HOUSEHOLD NET EQUITY VALUE 
In order to achieve the research objective, a h euristic model of selected factors 
influencing household net equity value was developed. This chapter presents an 
investigation of the first components of the heuristic model, namely the measurement 
of a household’s net equity value. 
 
CHAPTER 3: SELECTED FACTORS INFLUENCING HOUSEHOLD NET EQUITY 
VALUE 
The second component of the heuristic model, namely the identification of the 
selected factors that influence their net equity value, is formulated in chapter 3. The 
aim of this chapter is to identify the selected factors that influence the net equity 
value in the South African household’s Statement of Financial Position.  
 
CHAPTER 4: METHODOLOGY 
The aim of this chapter is to describe the two research methods applied in the study, 
namely a conceptual analysis approach (qualitative research design) and t he 
interpretative approach (quantitative research design). The chapter provides an 
overview of the data collection and verification process followed for the data used in 
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the study. The chapter concludes with the demographic profiling of the respondents 
who participated in the survey. 
 
CHAPTER 5: ANALYSIS OF DATA 
This chapter aims to determine whether the factors (independent variables) included 
in the heuristic model have a significant influence on the net equity value (dependent 
variable). In order to achieve the objective of this chapter, the following statistical 
analysis process was followed: 
 
Phase 1:  Measured household net equity value per household (see section 5.3); 
Phase 2:  Determined if each selected factor (independent variables) had a 
significant influence on the household’s net equity value (see section 
5.4); and  
Phase 3:  Constructed a Binary Logistic Regression model to evaluate the effect 
of each of the factors (independent variables; excluding covariate 
variables [see section 5.5]) on t he net equity group into which a 
household was classified (see section 5.6). 
 
The chapter concludes by indicating which factors had a significant impact on a 
household’s net equity value.  
 
CHAPTER 6: SUMMARY AND CONCLUSION 
This chapter provides a summary and conclusion of the study and proposes 
recommendations for future research. 
 
1.7 CONCLUSION 
 
This chapter started with an introduction and background to this study, followed by 
the problem statement, in which the research problem and objectives of this study 
were formulated. The last section contains an explanation of the research 
methodology applied in the study and an overview of the chapter layout. 
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CHAPTER 2: HOUSEHOLD NET EQUITY VALUE  
CHAPTER 21 
2.1 INTRODUCTION 
CHAPTER 2 4 
The research objective of the study was to determine whether the selected factors 
significantly influence the assets, liabilities and net  equity of the South African 
household’s Statement of Financial Position. In order to achieve this objective, a 
heuristic model of Statement of Financial Position values and selected factors 
influencing the household’s net equity value was developed. This chapter discusses 
the first components of the heuristic model, namely the measurement of household 
net equity value. To achieve this objective, the following research sub-question will 
be investigated: 
 
Sub-question 1:  
 Which assets and liabilities must be i ncluded when measuring the net 
equity value in a household’s Statement of Financial Position and how 
are the assets and liabilities valued? 
 
In order to investigate the above research sub-question, this chapter has been 
divided into two parts. In the first part, the concept of net equity is defined, followed 
by a discussion of the various definitions of a household (the unit of measurement), 
including the definition used in this study (see section 2.2). The discussion of the 
South African environment in this section focuses on the economic conditions that 
applied at the time when the survey, as the basis of this study, was conducted. In the 
last part of the chapter, literature is reviewed to identify the different assets and 
liabilities that could form part of a household’s Statement of Financial Position in 
order to measure its net equity, as well as the appropriate valuation method (see 
section 2.3). The chapter concludes with a description of the first component of the 
heuristic model developed in this chapter (see section 2.4). The second component 
of the heuristic model is developed in the next chapter. 
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2.2 DEFINING HOUSEHOLD NET EQUITY 
 
2.2.1 Introduction 
 
Various studies have found that household net equity (E) is the primary indicator of 
household wealth and is normally defined as a household’s assets (A) less its 
liabilities (L) (Daniels, Finn, & Musundwa, 2012; Lafrance & LaRochelle-Côté, 2012; 
OECD, 2013). Traditional household net equity (also referred to as household net 
wealth or household net worth) studies investigate aspects related to the assets and 
liabilities used by households; however, recently it has also emerged as a 
component of studies in the field of household financial wellness or financial well-
being (University of South Africa, 2011).  
 
The literature review revealed that previous studies used differing descriptions and 
definitions of household net equity, which has resulted in comparability problems. 
These interpretation differences are further exacerbated by the fact that different 
assets and liabilities were included in the analysis (Cantril, 1965; Strumpel, 1976; 
Porter & Garman, 1993; Hartog & Oosterbeek, 1998; Charles & Hurst, 2001; 
Wilmoth & Koso, 2002; Keister, 2004; Davies et al., 2007; Davies, 2008; Movshuk, 
2010). The literature review further revealed that the authors used the terms ‘net 
worth’, ‘wealth’ and ‘net wealth’ interchangeably. 
 
The literature overview indicated that the definition of a household is important as it 
influences not only the composition of the household (i.e. who are the members of 
the household), but also the income and expenditure of the household, as well as the 
assets and liabilities included. Beaman and Dillon (2012) point out that various 
‘household’ definitions are still used, despite numerous attempts to standardise the 
term. This inconsistency in the definition directly influences the comparability of 
research measuring household net equity. To provide the framework within which the 
results of this study should be interpreted, the definition applied in this study is 
provided in section 2.2.6. The following sub-sections discuss the concept of net 
equity as applied in different fields of study.  
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2.2.2 Net equity: General definition 
 
The accounting equation was developed in the seminal work of Luca Pacioli in 1494 
(Smith, 2013) and is visually illustrated in figure 2.1.  
 
 
Figure 2.1 Assets – Liabilities = Equity5 
 
This basic accounting equation still forms the basis of modern accounting, including 
household accounting. The International Accounting Standards Board (IASB) in its 
Conceptual Framework defines equity as:  
 
Equity is the residual interest in the assets of the entity after deducting all its 
liabilities. (International Accounting Standards Board, 2014a:A34) 
 
Studies into net equity can be di vided into two groups, namely those investigating 
net equity from a macroeconomic perspective, and those looking at net equity from a 
microeconomic perspective. Both of these fields define net equity as the value of 
assets owned less liabilities owed (hereafter referred to as the general definition of 
net equity) (Charles & Hurst, 2001; Davies et al., 2007; United Nations, European 
Commission, Organisation for Economic Co-operation and Development, 
International Monetary Fund & World Bank Group, 2009; Lafrance & LaRochelle-
Côté, 2012; Daniels, Finn, & Musundwa, 2012; OECD, 2013). Considering the 
definition, it might appear that the concept and measurement of net equity is not 
complicated. Although authors agree that net equity is the difference between assets 
and liabilities, Juster, Smith, and Stafford (1999) found that its complication is mainly 
due to the myriad of valuation techniques available for assets and l iabilities, 
Assets Liabilities Equity 
17 
 
especially where respondents provide the values. In addition, researchers have to 
decide which assets and liabilities to include or exclude in their research.  
 
In an attempt to provide some internationally comparable results, both the United 
Nations (UN) and the Organisation for Economic Co-operation and Development 
(OECD) provide guidance on the measurement of net equity. The United Nations 
Statistics Division has produced the System of National Accounts (SNA) standards 
(United Nations, European Commission, Organisation for Economic Co-operation 
and Development, International Monetary Fund & World Bank Group, 2009). The 
System of National Accounts provides a framework for using macroeconomic data to 
measure household net equity. Similarly, the OECD provides guidelines when 
conducting studies to measure household net equity using microeconomic data 
(individual household level) (OECD, 2013). 
 
2.2.3 Net worth: Macroeconomics 
 
Internationally, research into household net equity values has been done using 
macroeconomic data in order to prepare the National Accounts for each country. The 
National Accounts of most countries are prepared based on the framework contained 
in the System of National Accounts. The System of National Accounts aims to 
measure the economic position of various sectors of the economy based on 
internationally agreed accounting and economic principles (United Nations, 
European Commission, Organisation for Economic Co-operation and Development, 
International Monetary Fund & World Bank Group, 2009). The System of National 
Accounts is used by the central banks of most countries, including South Africa, and 
aims to ensure consistency of definitions and numerical data obtained from various 
sectors, including households, across different counties. The System of National 
Accounts defines net equity as follows: 
 
…the value of all the non-financial and financial assets owned by an institutional 
unit or sector less the value of all its outstanding liabilities. (United Nations, 
European Commission, Organisation for Economic Co-operation and 
Development, International Monetary Fund & World Bank Group, 2009:49) 
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This definition confirms that the definition of the System of National Accounts is 
similar to those used in other studies, with the addition of distinguishing between two 
types of assets, namely non-financial and financial assets.  
 
Applying the principles contained in the System of National Accounts, the South 
African Reserve Bank (SARB) prepares an official household Statement of Financial 
Position for South African households in a quarterly bulletin as illustrated in figure 
2.2. 
 
Household assets and liabilities at year-end 
R billions 2005 2006 2007 2008 2009 2010 2011 2012 
Non-financial assets  1 257 1 485 1 731 1 821 1 968 2 126 2 204 2 363 
Residential buildings  1 022 1 231 1 447 1 521 1 645 1 716 1 791 1 925 
Other non-financial assets  235 254 284 301 323 410 413 438 
          
Financial assets   2 740 3 402 3 860 3 625 4 093 4 635 4 836 5 644 
Assets with monetary 
institutions   
352 400 463 547 564 579 639 699 
Interest in pension funds and 
long-term insurers  
1 410 1 762 1 969 1 927 2 126 2 425 2 532 2 993 
Other financial assets  978 1 240 1 428 1 152 1 403 1 631 1 665 1 953 
                  
Total household assets   3 997 4 887 5 591 5 447 6 061 6 762 7 040 8 007 
                  
Total household liabilities  730 933 1150 1232 1260 1353 1462 1601 
Mortgage advances   389 508 645 714 740 776 788 814 
Other debt   341 425 505 518 521 577 674 787 
                  
Net equity / Net worth 3 267 3 953 4 441 4 215 4 801 5 409 5 578 6 406 
                  
Total liabilities and net equity / net 
worth  
3 997 4 886 5 591 5 447 6 061 6 762 7 040 8 007 
Memo item: Net equity / Net worth 
including durable consumer goods  
3 553 4 288 4 829 4 340 5 241 5 875 6 075 6 943 
Figure 2.2 SARB Household Statement of Financial Position6 
Source: Adapted from: South Africa. South African Reserve Bank (2015) 
 
The SARB figures indicate that the total household net equity amounted to 
R6 406 billion at 31 December 2012. Although these figures represent a 
macroeconomic picture and c annot be us ed to evaluate the effect of the selected 
factors on individual household net equity, they do provide valuable insights into the 
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growth of household net equity. Figure 2.3 provides an ov erview of the growth in 
household net equity the last eight years prior to the survey. 
 
 
Figure 2.3 Growth in household net equity over seven years7 
Source: Adapted from: South Africa. South African Reserve Bank (2015) 
 
As can be seen from figure 2.3, the growth in the net equity of households increased 
by 10,10 percent per annum over the seven-year period. Although the value 
increased on a macroeconomic level, due to the inequalities in South Africa the 
question that should be considered is whether the growth took place across all levels 
of society (on a microeconomic level). 
 
2.2.4 Net equity: Microeconomics 
 
Although macroeconomic data provides valuable insights into the growth of 
household net equity, it does not provide details on a h ousehold (microeconomic) 
level. To obtain an understanding of an individual household’s situation, 
macroeconomic data needs to be supported by microeconomic data.  
 
 -
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The OECD is an international organisation with one of its aims as the advancement 
of the well-being of all people on both an economic and social front (OECD, 2013). 
The OECD attains these aims through the issue of policy documents such as the 
OECD Guidelines for Producing Micro Statistics that contain guidelines on how to 
obtain and use microeconomic data to measure household wealth (net equity). Part 
of the objectives of the guidelines is to standardise definitions and measurements to 
be used in microeconomic studies of households. In the process of developing the 
guidelines, the OECD used six seminal international studies as a reference point. 
The six studies are Principles and Recommendations for Population and Housing 
Censuses, Revision 2, published by the United Nations in 2008; Conference of 
European Statisticians Recommendations for the 2010 Censuses of Population and 
Housing, published by the United Nations Economic Commission for Europe 
(UNECE) in 2006; Household Income and Expenditure Statistics, Report II of the 
17th International Conference of Labour Statisticians in 2003, published by the 
International Labour Office; Canberra Group Handbook on Household Income 
Statistics 2011, published by the UNECE; European Central Bank Household 
Finance and Consumption Network Core Output Variables, March 2011; and the 
System of National Accounts 2008. Based on this comprehensive literature review 
the OECD guidelines define net worth (net equity) as follows: 
 
The value of all the assets owned by a household less the value of all its liabilities 
at a particular point in time. (OECD, 2013:54) 
 
This definition extends the basic definition to include the values of the assets and 
liabilities at a p articular point in time. An overview of the international studies 
identified by the OECD in developing its own definition of net equity found that their 
definitions mainly correspond to the definition developed by the OECD guidelines, 
the main difference being the categories of assets and liabilities included and the 
data collected to determine the value of these assets and liabilities (measurement 
criteria). These differences are in line with guidelines that the general principles 
should be adapted to country-specific conditions (OECD, 2013). 
 
Currently, only a l imited number of studies exist that measure South African 
household net equity using microeconomic data. The literature review identified two 
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national studies, namely the University of Cape Town’s Southern Africa Labour and 
Development Research Unit and the University of South Africa’s Personal Finance 
Research Unit in collaboration with Momentum. Each of these institutions uses a net 
worth (net equity) definition adapted to meet their research objective. The concept of 
net equity used by each of these institutions will now be analysed. 
 
• Southern Africa Labour and Development Research Unit 
 
The research focus of the Southern Africa Labour and Development Research 
Unit (SALDR) is the improvement in the well-being of the poor in South Africa. 
The research performed is based on data gathered through the National 
Income Dynamics Study (NIDS). The definition of net worth (net equity) used in 
their research is: 
 
The concept of net worth is most often used when measuring wealth, and 
can be described as the difference between total assets and total liabilities. 
(Daniels, Finn, & Musundwa, 2012:4) 
 
Their definition is very similar to the general definition, with the inclusion of all 
assets and all liabilities to measure net equity. The calculation of net equity 
using the data gathered through the NIDS categorises the assets and liabilities 
and provides guidance on its measurement (present values). The study raises 
an important concept, namely that where liabilities exceed assets, it should be 
referred to as negative net worth (negative net equity) (Daniels, Finn, and 
Musundwa, 2012). 
 
• Personal Finance Research Unit 
 
The research focus of the Personal Finance Research Unit (PFRU) is the 
personal finance of households in South Africa. The PFRU measures 
households’ financial wellness through a quar terly household wealth index 
(macroeconomic model) as well as an an nual household financial wellness 
index (microeconomic omnibus study). The measurement of net worth in the 
microeconomic omnibus study is used as a c omponent in the broader 
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measurement of household financial wellness and is referred to as asset capital 
(University of South Africa, 2011).  
 
The definition of the asset capital (net equity) is as follows: 
 
Asset capital is based on the net wealth of a household, which is derived 
from the current values of the assets owned by the household less its 
outstanding liabilities. (University of South Africa, 2011:5) 
 
The definition differs from the general definition as it clearly states that assets 
and liabilities must be measured using current values.  
 
2.2.5 Net equity: Conclusion 
 
The definition of net equity was analysed from both a macro and microeconomic 
perspective and all studies define net equity as the value of assets less liabilities. 
From the discussion it is clear that net equity is the result of assets and liabilities. 
This is similar to the use of equity in the field of accounting, namely equity (E) equals 
assets (A) less liabilities (L) (see section 2.2.2 and 2.3.2). The application of the 
accounting term equity can also be used to refer to and to calculate household net 
equity. For the purpose of this study, net equity as opposed to equity was used (see 
figure 2.4) to assist with illustrating that equity is defined as the net result of the 
assets less liabilities and corresponds with the similar term net worth. 
 
 
Figure 2.4 Assets – Liabilities = Net equity8 
 
Assets Liabilities Net equity 
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In order to achieve the objectives of the study, the net equity of households must be 
determined. As indicated previously, the definition of a h ousehold varies between 
different studies, resulting in different data being collected as well as interpretational 
differences. The concept of a household will therefore be discussed in the following 
section.  
 
2.2.6 Household 
 
As discussed previously, the definition of ‘household’ directly affects the 
measurement of household net equity, as it has an impact on the assets and 
liabilities for which information is collected (Beaman & Dillon, 2012; OECD, 2013). In 
an attempt to standardise the different definitions of the concept ‘household’, the 
OECD analysed the definitions of the six seminal international studies (see section 
2.2.4). The OECD identified the following six differences: 
 
i. the detailed specification of the resources that must be shared to qualify 
as a multi-person household;  
ii. whether or not a multi-person household is confined to occupancy of a 
single dwelling or other place of residence;  
iii. whether or not people living in institutions are included within the 
household concept;  
iv. whether or not different household categories are identified and how they 
are defined (e.g. private households, resident households, etc.);  
v. the extent to which statistical coverage is restricted to certain household 
categories; and  
vi. the treatment of particular borderline cases (e.g. boarders). (OECD, 
2013:47) 
 
After considering the six seminal studies, the OECD developed the following 
definition of the term household to be used in a microeconomic study, namely:  
 
A household is either an individual person or a group of persons who live together 
under the same housing arrangement and who combine to provide themselves with 
food and possibly other essentials of living. All persons living in a country belong to 
one, and only one, household. A person’s place of usual residence is the basis for 
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determining household membership. However, all members of a household must be 
residents of the same country. (OECD, 2013:50) 
 
The definition developed by the OECD is similar to that provided by the System of 
National Accounts for use in macroeconomic studies, namely:  
 
a household is a group of persons who share the same living accommodation, 
who pool some, or all, of their income and wealth and who consume certain types 
of goods and services collectively, mainly housing and food. (United Nations, 
European Commission, Organisation for Economic Co-operation and 
Development, International Monetary Fund & World Bank Group, 2009:61) 
 
It is clear that the definition provided in the System of National Accounts differs from 
the definition developed by the OECD. The OECD points out that definitional 
difference between macroeconomic and microeconomic studies make it almost 
impossible to directly compare results of studies in these fields or to standardise the 
definition (OECD, 2013). This study used microeconomic data obtained in an 
omnibus study; using an appropriate microeconomic definition is therefore important. 
The OECD provides the general international guideline but suggests that it be 
adapted for country-specific conditions (OECD, 2013). To consider its 
appropriateness, the OECD definition will be c ompared to definitions used in 
microeconomic studies in South Africa. The Southern Africa Labour and 
Development Research Unit (SALDR) uses the following definition for a household: 
 
A household is a c onstruct which can be thought of as a “ roof” or 
compound/homestead/stand where individuals are either members, residents or 
both. Where household members are defined as living in the household for at 
least 15 days during the last 12 months OR arrived at the household in the last 
15 days and the households is now their usual residence. With resident members 
being defined as living in the household for more than four nights a week. In 
addition, the members and residents must share food from a common source 
with other household members. (National Income Dynamis Study, 2015:1) 
 
A household is seen as a group of persons living and eat ing together in the same 
household with a member living in the household for at least 15 days over the last 12 
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months and a resident living in the household for more than four nights a week. This 
definition differs from the stricter definition used by the Personal Finance Research 
Unit (PFRU), which is the same definition that Statistics South Africa uses when it 
conducts surveys and prepares official statistics, namely:  
 
A household is a group of persons who live together and provide themselves jointly 
with food and/or other essentials for living, or a single person who lives alone. (South 
Africa. Statistics South Africa, 2013a:69). 
 
Statistics South Africa extends the basic definition by adding the following 
explanatory note: 
 
Note: The persons basically occupy a common dwelling unit (or part of it) for at least 
four nights in a w eek on average during the past four weeks prior to the survey 
interview, sharing resources as a unit. Other explanatory phrases can be 'eating from 
the same pot' and 'cook and ea t together'. (South Africa. Statistics South Africa, 
2013a:69) 
 
The definition is essentially that a household is viewed as a person or a g roup of 
persons who live and eat together as a unit for at least four days a week. From the 
discussion above it is clear that the definition of the concept household is important 
as it can influence the interpretation of data collected.  
 
This study made use of data collected on the household and therefore uses the 
definition provided in figure 2.5. 
 
 
Figure 2.5 Definition of a household9 
A household is 
defined as 
• a person or group of persons 
• who live and eat together 
• as a unit 
• for at least 4 days a week 
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In this section the concept of a ‘household’ was defined. As this forms the basis of 
the data analysed in the remainder of the study, it is a critical component for correctly 
interpreting the results of the study.  
 
2.2.7 Conclusion 
 
This section has focused on defining key concepts of the study, namely ‘net equity’ 
and ‘household’. The definition of net equity was analysed in the first part of this 
section from both macroeconomic (see section 2.2.3) and microeconomic studies 
(see section 2.2.4). In the second part (see section 2.2.6), the term ‘household’ was 
analysed and essentially defined as a person or a group of persons who live and eat 
together as a unit for at least four days a week. Combining the two definitions 
defines household net equity as the value of assets less liabilities of a person or a 
group of persons who live and eat together as a unit for at least four days a week.  
 
The following section discusses the concepts of an asset and a liability as well as the 
measurement methods applicable to determine a household’s net equity.  
 
2.3 HOUSEHOLD ASSETS AND LIABILITIES 
 
2.3.1 Introduction 
 
The aim of this chapter is to develop the first component of the heuristic model, 
namely to measure the net equity of South African households. In the previous 
section (see section 2.2), the concepts of a household and net equity were analysed 
and defined. In this section, the concepts of an as set and a l iability (see section 
2.3.2) used to measure (see section 2.3.3) a household’s net equity are discussed.  
 
2.3.2 Assets and liabilities 
 
The concepts assets and liabilities are used in various fields of study, including the 
following: 
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• The field of accounting uses assets and liabilities to determine the financial 
position of an entity (International Accounting Standards Board, 2014a);  
• The field of investing uses assets and liabilities to calculate the return on 
invested capital, cash flow and indebtedness (PricewaterhouseCoopers, 
2007);  
• The field of personal financial planning uses assets and liabilities to assist 
with the financial planning of individuals through financial and asset 
management (Financial Planning Institute of Southern Africa, 2012). This field 
of study also include studies investigating household net worth; and 
• The field of banking and finance uses the value of assets and liabilities to 
determine if further debt can be issued (Standard Bank, 2013). 
 
Of the four fields mentioned, accounting is the only field that has developed an 
internationally accepted general definition for assets and liabilities.  
 
As no generally accepted definitions for assets and liabilities exist in the sub-field of 
household accounting, it should be considered whether the definition of an asset and 
a liability provided in the field of accounting can be applied in the study of household 
net equity. Samphantharak and Townsend (2010) argue that imposing an accounting 
framework on a household is a necessary first step in the analysis of household 
finances and that such a framework allows the use of financial analysis and theories 
to be applied in a study of households. The authors also found that the accounting 
framework could be applied to household surveys in developing countries. They 
confirmed that the application of the accounting framework was appropriate, as there 
was no specific accounting framework applicable to households only.  
 
The generally accepted accounting framework in South Africa is the International 
Financial Reporting Standards (IFRS) developed by the International Accounting 
Standards Board (IASB). The objective of IFRS is to provide financial information 
about a r eporting entity (International Accounting Standards Board, 2014a). A 
household is generally not seen as a reporting entity except for taxation purposes 
and when applying for finance (Scheepers, 2013). In order to apply the accounting 
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framework to the study of households, the accounting postulates that form the basis 
of the formulation of accounting theory must be analysed. Belkaoui (2004) identified 
four accounting postulates, namely: 
 
• The entity postulate holds that each enterprise is an ac counting unit separate and 
distinct from its owners and other firms; 
• The going concern, or continuity postulate, holds that the firm will exist for an 
indefinite period of time or is not expected to be liquated in the foreseeable future; 
• The unit of measure postulate holds that accounting is a m easurement and 
communication process of the activities of the firm that is measurable in monetary 
terms; and  
• The accounting period postulate holds that financial reports depicting changes in the 
wealth of the firm should be disclosed periodically. (Belkaoui, 2004:212-214)  
 
Scheepers (2013) uses three of these postulates to confirm that the accounting 
framework can be used when studying household finances, namely: 
 
• The first of these is the entity postulate, which holds that an ent ity is a 
distinguishable accounting unit. For the purposes of this study, a household 
was seen as an entity for which financial information is prepared.  
• The second postulate used is the unit of measure postulate, which holds that 
the activities measurable in monetary terms are presented. This study 
measured a household’s net worth using monetary terms, namely Rand 
values.  
• The last postulate is the accounting period postulate, which holds that 
changes in the wealth of entities should be periodically disclosed. This study 
measured the net worth of households on the survey date.  
 
The going concern postulate is not relevant to households, as they do not cease to 
exist when they are no longer able to settle their debts. DeVaney and Lytton (1995) 
add that the sequestration of one of the members of a h ousehold or the entire 
household does not result in the termination of the household. 
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The IFRS framework could therefore be applied as an appropriate accounting 
framework for this study and was used to define and measure household net equity, 
as the value of assets less liabilities. The IFRS presents the assets and liabilities in a 
Statement of Financial Position and defines an asset as follows:  
 
An asset is a resource controlled by the entity as a result of past events and from 
which future economic benefits are expected to flow to the entity. (International 
Accounting Standards Board, 2014a:A33) 
 
Essentially, an asset is owned by a household and can be linked to a benefit that will 
flow to the household as a result thereof (either monetary or through use). The IFRS 
defines a liability as follows: 
 
A liability is a pr esent obligation of the entity arising from past events, the 
settlement of which is expected to result in an outflow from the entity of resources 
embodying economic benefits. (International Accounting Standards Board, 
2010:A33) 
 
A liability for the household is an obligation which it must settle (pay).  
 
When considering the assets and liabilities to include when calculating net equity, 
the International Accounting Standards Board (IASB) makes a distinction between 
long-term and short-term assets and liabilities, with short-term referring to items that 
will be settled or realised within one year and long-term to items after one year.  
 
The International Accounting Standards Board (IASB) requires, as a m inimum, the 
following assets and liabilities to be presented in the Statement of Financial Position: 
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Table 2.1 International Accounting Standards Board - Assets and liabilities2 
ASSETS LIABILITIES 
a. Property, plant and equipment 
b. Investment property 
c. Intangible assets 
d. Financial assets  
e. Investments accounted for using 
the equity method 
f. Biological assets 
g. Inventories 
h. Trade and other receivables 
i. Cash and cash equivalents 
j. The total of assets classified as 
held for sale and assets included 
in disposal groups classified as 
held for sale 
k. Trade and other payables 
l. Provisions 
m. Financial liabilities 
n. Liabilities and assets for current 
tax 
o. Deferred tax liabilities and 
deferred tax assets 
p. Liabilities included in disposal 
groups classified as held for sale 
q. Non-controlling interests, 
presented within equity  
r. Issued capital and reserves 
attributable to owners of the 
parent 
Source: International Accounting Standards Board (2014b) 
 
This section has investigated how IFRS can be applied as an accounting framework 
in the study of household net equity and a l ist of the different assets and l iabilities 
was provided. Having identified the list of assets and liabilities based on the IFRS, 
the next step in developing a f ramework for assets and l iabilities was to analyse 
other studies into household net equity to ensure comparability and completeness.  
 
When preparing a l ist of assets and liabilities to be i ncluded when measuring 
household net equity, it is also important to consider existing assets and l iabilities 
frameworks and l ists in South Africa. The most important of these is the official 
household assets and liabilities published by the SARB (see table 2.2). These values 
are determined by adding the value of the underlying assets and liabilities as set out 
in the System of National Accounts.  
The System of National Accounts defines an asset as follows: 
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An asset is a store of value representing a benefit or series of benefits accruing to the 
economic owner by holding or using the entity over a period of time. It is a means of 
carrying forward value from one accounting period to another. (United Nations, 
European Commission, Organisation for Economic Co-operation and Development, 
International Monetary Fund & World Bank Group, 2009:42) 
 
The definition raises the important concept that an asset accrues benefits to the 
owner over time and recognises that an asset is held over more than one period. 
The definition distinguishes between ownership of an asset and the benefits that will 
flow to the owner as a r esult of owning that asset and corresponds to the IFRS 
definition that an asset is owned by a household and can be linked to a benefit that 
will flow to the household as a r esult thereof. The System of National Accounts 
provides for two major classifications, namely financial assets and non-financial 
assets that include the following: 
 
Table 2.2 System of National Accounts – Assets classification3 
Category Type 
Non-financial assets  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
PRODUCED 
Fixed assets 
● Dwellings 
● Other buildings and structures  
● Buildings other than dwellings  
● Other structures  
● Land improvements  
● Machinery and equipment  
● Transport equipment  
● ICT equipment  
● Other machinery and equipment 
● Weapons systems  
● Cultivated biological resources  
● Animal resources yielding repeat products  
● Tree, crop and plant resources yielding repeat products  
● Costs of ownership transfer on non-produced assets  
● Intellectual property products  
● Research and development  
● Mineral exploration and evaluation  
● Computer software and databases  
● Computer software  
● Databases 
● Entertainment, literary or artistic originals  
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Category Type 
 
 
● Other intellectual property products  
Inventories 
● Materials and supplies  
● Work-in-progress  
● Work-in-progress on cultivated biological assets  
● Other work-in-progress  
● Finished goods  
● Military inventories  
● Goods for resale  
Valuables 
● Precious metals and stones  
● Antiques and other art objects  
● Other valuables  
NON-PRODUCED 
Natural resources 
● Land  
● Mineral and energy reserves  
● Non-cultivated biological resources  
● Water resources  
● Other natural resources  
● Radio spectra  
● Other  
Contracts, leases and licences 
● Contracts, leases and licences  
● Marketable operating leases  
● Permissions to use natural resources  
● Permissions to undertake specific activities  
● Entitlement to future goods and services on an exclusive basis  
Goodwill and marketing assets 
● Purchases less sales of goodwill and marketing assets  
Financial assets Currency and deposits 
Debt securities 
Loans 
Equity and investment fund shares/units 
Insurance, pension and standardised guarantee schemes 
Financial derivatives and employee stock options 
Other accounts receivable 
Source: United Nations, European Commission, Organisation for Economic Co-operation 
and Development, International Monetary Fund & World Bank Group (2009) 
It is important to note that the System of National Accounts has two major exclusions 
from its asset definition. The first exclusion is consumer durables, which are not 
included as assets but instead treated as consumption by households. Durable 
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goods include 16 categories of items, including major household appliances and 
vehicles (see annexure A). As this study investigated household level assets and 
liabilities, the durable goods had to be included in the assets. 
 
The second exclusion relates to small tools that are excluded based on the 
assumption of their relative low cost. Where appropriate, these will be included in the 
survey.  
 
The System of National Accounts defines a liability as follows: 
 
A liability is established when one uni t (the debtor) is obliged, under specific 
circumstances, to provide a pa yment or series of payments to another unit (the 
creditor). (United Nations, European Commission, Organisation for Economic Co-
operation and D evelopment, International Monetary Fund &  World Bank Group, 
2009:42) 
 
The definition is principally that a l iability is the obligation to make payments to 
another party and is classified as follows: 
 
Table 2.3 System of National Accounts – Liabilities classification4 
Category Type 
Financial liabilities Loans 
 Equity and investment fund shares/units 
 Financial derivatives and employee stock options 
 Other accounts payable 
Source: United Nations, European Commission, Organisation for Economic Co-
operation and Development, International Monetary Fund & World Bank Group, 
(2009) 
 
The OECD issued guidelines for use in microeconomic studies in 2013 that formed 
the basis of determining which assets and liabilities to include in the measurement of 
household net equity. The definition for an asset and a liability in the OECD guide is 
the same as the definition used in the System of National Accounts. The use of the 
same definitions increases comparability and usefulness of the two different sets of 
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results. However, a significant difference between the two frameworks is the 
treatment of durable goods. The OECD includes these items as part of the 
measurement of household net equity. This inclusion is supported as the information 
on durable goods assists in the behavioural analysis of households, which is an 
integral part of the current study.  
 
Secondly, the value of the consumer goods is also significant to a household who 
views these items as assets and for which financing could have been required to 
purchase. Including these products ensures that the assets corresponding to the 
liabilities are included. The OECD guidelines recommend that the following assets 
and liabilities be i ncluded when gathering and c alculating household net equity 
information: 
 
Table 2.4 OECD asset and liability classification5 
Category Type 
Non-financial assets 
  
Owner-occupied dwellings 
● Principal residence 
● Other owner-occupied dwellings 
● Other real estate 
Consumer durables 
● Vehicles 
● Other consumer durables 
Valuables 
Intellectual property and other non-financial assets 
Financial assets 
  
Currency and deposits 
Bonds and other debt securities 
Net equity in own unincorporated businesses 
Shares and other equity 
● Shares in corporations 
● Other equity 
Mutual funds and other investment funds 
Life insurance funds 
Pension funds 
● Social insurance pension funds 
● Private pension funds 
Other financial assets 
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Category Type 
Liabilities 
 
 
 
 
Owner-occupied residence loans 
● Principal residence loans 
● Other owner-occupied residence loans 
● Other real estate loans 
Other investment loans 
● Financial asset loans 
● Valuables loans 
● Intellectual property and other non-financial asset loans 
Consumer durable loans 
● Vehicle loans 
● Other consumer durable loans 
Consumer credit loans and other liabilities 
● Education loans 
● Other loans and liabilities 
Source: OECD (2013) 
 
Although the OECD provides guidelines that should be considered when preparing a 
household asset and liability survey and when calculating household assets and 
liabilities from information gathered, it is also important to consider country-specific 
factors (OECD, 2013).  
 
In a c omprehensive review of international studies into household assets and 
liabilities, Scheepers (2013) identified assets and liabilities to be included in the 
South African household Statement of Financial Position (see table 2.5) The 
international studies Scheepers consulted were as follows: United States: Survey of 
Consumer Finances (SCF); Canada: Survey of Household Spending (SHS); Canada 
& United Sates: Chawla; Australia: Household Income and Labour Dynamics 
(HILDA); Australia: Survey of Income and Housing (SIH); New Zealand: Survey of 
Family, Income and Employment (SoFIE); European studies: Spanish Survey of 
Household Finances (EFF); European Central Bank (HFCS); Great Britain: Wealth 
and Asset Survey (WAS); China: Li and Zhao (2007); India: Subramanian and 
Jayaraj (2006); Indonesia: The Indonesian Family Life Survey (IFLS); RAND Family 
Life Surveys (2007); Moldova: Household Budget Survey of the Republic of Moldova 
and Turkey: Turkey 2006; and Household Budget Survey (IHSN, 2001; IHSN, 2006). 
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Table 2.5 South African household Statement of Financial Position framework 
for assets and liabilities6 
 Main 
asset/liability 
classification 
Description 
ASSETS 
 
Non-current 
assets  
Residential property and other property 
Other non-
financial 
assets  
Vehicles, boats and planes, household content, 
collectibles, trust assets and business assets 
Retirement 
funding assets 
Retirement funding assets 
Financial 
assets  
Insurance, funeral insurance, special needs 
insurance, educational policies, burial society policies, 
offshore investments, unlisted shares, loan accounts, 
retail savings bonds, employee share options and 
collective investments 
Current assets Stokvel assets, listed shares, fixed deposits, other 
current assets, savings accounts, money market 
investments, cheque accounts, mzansi accounts and 
cash at home 
LIABILITIES Mortgage 
loans 
Mortgage on residential property and mortgages on 
other property 
Financial 
liabilities 
Financing:  
Vehicle financing, financing of boats and planes, 
household content/collectible financing, other hire 
purchase agreements and cell phone contracts,  
Loans: 
Student loans, personal loans, loan from employers, 
loan from friend/relative/individuals, cash loans and 
other loans 
Current 
liabilities 
Bank overdrafts, credit cards, store cards, 
petrol/garage cards, household bills payable, 
municipal accounts, airtime accounts, rent in arrear, 
alimony, school fees, SABC/DSTV/Toptv, medical bills 
and other bills 
Source: Scheepers (2013) 
 
The analysis of previous studies done in South Africa and internationally identified 
various asset and l iability classifications (see table 2.1 to 2.5). For the purposes of 
this South African study, data collected in the survey (see chapter 4) was evaluated 
against the South African household Statement of Financial Position framework 
developed by (Scheepers, 2013). 
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2.3.3 Measurement of assets and liabilities 
 
The various assets and liabilities to include in the measurement of household net 
equity were analysed in the previous section. This section will discuss the final 
component of this chapter’s research sub-question presented in section 2.1, namely 
how household net equity should be valued.  
 
The OECD guidelines suggest that most assets and liabilities should be measured at 
their current values in the market on the data collection date. The current value 
measurement method ensures that the results are reliable and coherent. As this is 
also the measurement basis prescribed by the System of National Accounts, the 
results of macroeconomic and consumption studies and microeconomic household 
wealth studies are comparable (OECD, 2013). The current value method also 
corresponds to two of the four methods prescribed by the IFRS, namely current cost 
and realisable value; the other two being historical cost and present value. The 
historical cost and present value measurements are used to calculate the value of an 
asset or liability in the measurement of household net equity where the current value 
is not available. This correlates with the methods prescribed by the System of 
National Accounts where the current value is not available, namely the calculation of 
written-down replacement cost, the estimation of the discounted present value of 
expected future returns; and t he use of nominal values, face values and i nsured 
values in estimating current values for particular types of assets and l iabilities 
(United Nations, European Commission, Organisation for Economic Co-operation 
and Development, International Monetary Fund & World Bank Group, 2009). 
 
For the purpose of this study, assets and liabilities were measured at their current 
values as reported by the respondents at the reporting date (date of questionnaire). 
A limitation of any study where information is required to measure assets and 
liabilities at their current values is the risk of self-reporting whereby the respondent 
provides values which might not approximate the current values at the reporting 
date. Obtaining accurate data is not always possible (OECD, 2013) and the data was 
therefore subjected to econometric models developed by the Bureau for Market 
Research (BMR) to ensure the accuracy of the values provided. 
 
38 
 
2.3.4 Conclusion 
 
This section has focused on the specific assets and liabilities to include in household 
net equity (see section 2.3.2) and the measurement method to value the assets and 
liabilities (see section 2.3.3). The South African household Statement of Financial 
Position framework for assets and liabilities (see table 2.5) were used to determine 
which assets and liabilities to include in the household net equity calculation and the 
assets and liabilities were measured using their current values. 
 
2.4 CONCLUSION 
 
In this chapter the first component of the heuristic model, namely how to measure 
the net equity value in a household’s Statement of Financial Position, was discussed. 
The aim of the investigation in this chapter was to evaluate the following research 
sub-question: 
 
Sub-question 1:  
 Which assets and liabilities must be i ncluded when measuring the net 
equity value in a household’s Statement of Financial Position and how 
are the assets and liabilities valued? 
The research found that: 
 The net equity value of a household (defined as a person or a group of 
persons who live and eat together as a unit for at least four days a week) 
is measured by valuing the assets and l iabilities included in the South 
African household Statement of Financial Position framework at their 
current values. 
 
The measurement of household net equity forms the first component of the heuristic 
model used in this study (see figure 2.6 below).  
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Figure 2.6 Heuristic model: Selected factors influencing household net equity 
(Component 1)10 
 
The next chapter will investigate which selected factors can influence a household’s 
net equity, which will form the second component of the heuristic model. 
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CHAPTER 3: FACTORS INFLUENCING HOUSEHOLD NET EQUITY 
VALUE 
 
3.1 INTRODUCTION 
CHAPTER 3 11 
This study aimed to determine whether selected factors influence the net equity 
value in the South African household’s Statement of Financial Position. In order to 
achieve the research objective, a he uristic model of selected factors influencing 
household net equity value was developed. In the previous section, the first 
component of the heuristic model, namely the measurement of a household’s net 
equity (see chapter 2), was discussed. This chapter focuses on the selected factors 
that influence their net equity value. 
 
The selected factors that influence the net equity value in a household’s Statement 
of Financial Position is investigated based on the following research sub-question: 
 
Sub-question 2:  
 Which of the selected factors influence the net equity value in a household’s 
 Statement of Financial Position? 
 
The literature overview identified two groups of factors that can influence net equity 
value (see section 1.2.2), namely personal factors and family background factors.  
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Figure 3.1 Selected factors – Personal and family background factors12 
 
In the first part of this chapter, the personal factors (see section 3.2) are identified 
and analysed and family background factors (see section 3.3) in the last part. The 
chapter concludes with a description of the second component of the heuristic model 
developed in this chapter (see section 3.4). 
 
3.2 PERSONAL FACTORS 
 
3.2.1 INTRODUCTION 
 
This study adds to the debate on which factors influence the net equity value of 
South African households. Studies completed since the onset of democracy in South 
Africa have mainly focused on the alleviation of poverty (May, 2010), the results of 
government interventions (Leibbrandt et al., 2010; Van der Berg, 2011), and the 
impact of social grants (Dua-Agyeman, 2005). 
 
Internationally, several studies have investigated factors that influence a household’s 
Statement of Financial Position values. The following section will consider the first 
group of personal factors influencing net equity values (see figure 3.2 below). 
 
Selected factors 
Personal factors 
Family background factors 
42 
 
 
Figure 3.2: Personal factors influencing household net equity value13 
 
In the following sub-section, each of the personal factors identified in the literature 
review will be discussed. 
 
3.2.2 AGE  
 
Several studies investigating the relationship between net equity and age have used 
the seminal work of Friedman in his ‘permanent income hypothesis’ (1957) and the 
‘life-cycle hypothesis’ developed by Ando and Modigliani (1963). An analysis of 
these hypotheses indicates that deferred consumption leads to savings and wealth, 
which accumulate during a per son’s working lifetime before dissaving takes place 
after retirement. It is therefore concluded that in general, a person’s net equity 
increases with age before retirement and then starts to decrease after retirement. 
The (OECD, 2013) points out that the correlation between age and net equity forms 
an integral part of any study into household net equity. 
 
In their research Keister (2004), Yadollahi et al. (2009), Pawasutipaisit and 
Townsend (2011), Van Rooij, Lusardi, and Alessie (2011) and Hira, Sabri, and Loibl 
(2013) all concluded that net equity increases as a per son gets older, but at a 
declining rate, according to Gale and Penc (2006) and Schmidt and Sevak (2006). 
Personal factors 
• Age 
• Employment status 
• Family size 
• Marital status 
• Life stages 
• Gender 
• Occupation 
• Education level 
• Income level 
• Financial literacy 
• Province 
• Area distribution 
• Other factors 
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This result is supported by the findings of Semyonov and Lewin-Epstein (2013) in 
research conducted on 16 countries (namely Austria, Germany, Sweden, Denmark, 
Switzerland, Belgium, the Czech Republic, Spain, Italy, Greece, France, Poland, the 
United Kingdom and United States), which found that net equity increases with age 
before decreasing after retirement.  
 
3.2.3 EMPLOYMENT STATUS 
 
Employment status has been found to be a major contributor to net equity, with 
Pawasutipaisit and Townsend (2011) pointing out that ‘…many households work 
their way out of poverty.’ In their study to predict the savings of young adults, savings 
being one of the components of the life stages hypothesis, Friedline and Elliott 
(2011) found that employment status significantly affects a person’s ability to 
accumulate savings (net equity). These savings are normally invested for later 
consumption or asset accumulation. Daniels, Finn, and Musundwa (2012) found 
similar results in South Africa, namely that the unemployed have comparably lower 
net equity than the employed. A reason postulated is that the unemployed do not 
have access to assets (immovable and movable assets) due t o limited access to 
debt for funding these assets.  
 
Studies have also examined the impact of being employed full time versus employed 
part time; with Porter and Garman (1993) finding that being employed full time is a 
significant contributor to net equity. Whether the individual is employed or self-
employed does not significantly influence wealth creation (Van Rooij, Lusardi, & 
Alessie, 2011). 
 
Employment enables a per son to save surplus income, which in turn allows the 
person to accumulate assets. This was confirmed by King and Leape (1998), who 
found that being employed increases the chances of a person investing in various 
types of assets. Accumulating net equity is greatly assisted when employed and 
there is a pos itive correlation between income level (see section 3.3.5), being 
employed and asset accumulation (Baek & DeVaney, 2004). Hilber and Liu (2008) 
found that the employment status of the head of the household is also a predictor of 
homeownership. 
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3.2.4 FAMILY SIZE  
 
The number of children in a f amily affects the household’s net equity and s tudies 
considering the impact of marital status and children in a household (also referred to 
as household family structure) have found correlations between family structure and 
wealth ownership. Studies have found not only children affecting the wealth creation 
of their parents; parents also have an i mpact on t heir children’s net equity (see 
section 3.3). In a study on t he wealth inequality in the United States, Keister and 
Moller (2000) found that baby boomers (people born during 1946 and 1964) had 
fewer children than their parents, which assisted in their ability to accumulate wealth. 
This finding was supported by Scholz and Seshadri (2007), who studied the impact 
of children on a l ife stages model. They concluded that children have a s ignificant 
impact on household net equity, with households that have children having a lower 
net equity than households with no children. 
  
The results of Keister’s (2004) study on the effects of race and family structure on 
wealth in the United States differ from those obtained by Keister and Moller (2000) 
and Scholz and Seshadri (2007) in other United States studies. She found that the 
number of children in a household does not significantly affect the net equity of the 
household; however, if the head of the household was divorced and had children, the 
net equity was affected negatively. Semyonov and Lewin-Epstein (2013) support the 
finding of Keister (2004) in a cross-national comparative study of 16 countries using 
pooled data analysis that the household family size does not affect the household’s 
net equity. Interestingly, when the results of the 16 individual countries are 
inspected, it can be seen that the family size is significant in six countries, namely 
Belgium, Denmark, France, Switzerland, United Kingdom and United States, 
indicating country-specific factors can have a covariate result when combined with 
family size. Using an augmented life stages model, Scholz and Seshadri (2007) also 
found that children play a significant role in differences in household net equity and 
net equity distribution.  
 
Whilst the number of children in a household can affect the household’s net equity, 
the ages of the children were also found to influence the levels of net equity. Using 
2001 PSID data, Schmidt and Sevak (2006) studied the effects on net equity of 
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having children whose ages were in three different categories, namely 17 years and 
younger, 18 to 24 years old and older than 25 years. They found that the biggest 
constraint on household net equity was having children aged 18 to 24 years old, as 
the household reduced their savings to fund the university fees of the children. 
Having children older than 25 years is linked to higher net equity, as these children 
are less dependent on the parents’ resources, while the effect of having children 
younger than 17 made no discernible impact on the net equity (positive or negative).  
 
The family size can also affect the types of investments of the household, with 
Dmytro and Maria (2012) finding that family size is inversely correlated to equity 
holdings (which has traditionally been viewed as a high-risk investment but with 
higher returns over the long term). The authors speculated that this could be 
attributed to households having a l ower risk profile or requiring more liquid 
investments. Having children could lead to the household having a lower net equity 
due to investing in lower return investments. 
 
3.2.5 MARITAL STATUS 
 
The marital status of a household has a strong correlation with their wealth 
ownership. Studies have found that the net equity of a household that is either 
married or widowed is comparably higher than that of single or divorced households 
(Keister & Moller, 2000; Charles & Hurst, 2001; Wilmoth & Koso, 2002; Gale & Penc, 
2006; Schmidt & Sevak, 2006; Chowa & Ansong, 2009; Van Rooij, Lusardi, & 
Alessie, 2011; Addoum, 2012). 
 
Semyonov and Lewin-Epstein (2013) studied older households (one member of the 
household had to be older than 50 years) in a cross-national comparative study for 
16 countries and found both the accumulation and maintenance of wealth by single-
adult households to be comparably lower than households consisting of married 
couples. The gender of the single-adult household did not alter these findings. 
Wilmoth and Koso (2002) quantified the differences in wealth levels between the 
different relationship statuses of households (married, separated, never married, 
divorced, cohabiting, or widowed) and f ound that: ‘The elaborated marriage model 
indicates being separated, never married, divorced, cohabiting, or widowed results in 
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a 77%, 75%, 73%, 58%, and 45% reduction in wealth respectively’, compared to the 
wealth level of a household headed by a married couple. These results are similar to 
those of Schmidt and Sevak (2006), who found that single-adult households had less 
than half the mean wealth of married couples. One reason why married couples 
have higher levels of net equity compared to other heads of households is a higher 
savings rate to leave behind wealth to the surviving spouse (Hurd & Rohwedder, 
2013). 
 
An important inference can be made from these results, namely that being married 
greatly assists wealth levels compared to all other relationship statuses available to a 
household. If stated differently, if there is a disruption to the relationship status of the 
household through divorce or death or if the household head is unmarried, the 
wealth accumulation of that household is negatively affected by that disruption or 
decision not to marry. What about the impact of a family disruption on the future 
wealth accumulation of a child? Keister (2004) found that if the household is headed 
by an adul t who is divorced or separated, it does negatively affect the wealth 
accumulation of the child. Coming from a disrupted family as a c hild negatively 
affects wealth accumulation in adulthood and being part of a disrupted family as an 
adult greatly reduces wealth levels compared to those of married couples. 
 
3.2.6 LIFE STAGES  
 
According to Ando and Modigliani’s (1963) life cycle hypothesis, individuals aim to 
consume a constant percentage of the present value of their lifetime income. This 
implies that net equity generally increases with age until retirement, when it starts to 
decrease. Although various international studies are based on the life stages 
principle, no formal definition of life stages has been formulated, with studies 
proposing that a h ousehold will enter ten (Wells & Gubar, 1966), 13 (Du & 
Kamakura, 2006), 14 (Murphy & Staples, 1979) and 15 (Wilkes, 1995) life stages 
throughout their lifetime.  
 
In South Africa, the financial planning industry uses life stages to assist in the 
process of wealth creation. The industry uses fewer stages than what the 
international studies propose, with Sanlam describing seven life stages (Sanlam, 
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2014) and Old Mutual eight (Old Mutual, 2014). The first stage starts with a person in 
adulthood, either single or married. The stages that follow are the natural 
progression through life as a person gets older with the number of children, the 
children’s changing age, marital status and employment status determining the 
relative life stage position, with the last stage being retired and old with children in 
adulthood.  
 
The factors to include when studying life stages also differ, with studies including a 
combination of the head of the household’s age with marital status, employment 
status, the spouse’s employment status, household size, number of adults, number 
of children and number of children per age group. For the purpose of this study, the 
following factors were grouped under the life stages hypothesis that a household’s 
net equity is influenced by their current life stage position: 
 
• Age (see section 3.2.2); 
• Employment status (see section 3.2.3); 
• Family size (see section 3.2.4); and 
• Marital status (see section 3.2.5). 
 
The increase in net equity value proposed by the life cycle hypothesis is mainly 
attributable to two factors, namely savings through higher income earnings potential 
and the capital appreciation of assets. Apart from a person’s increase in age (see 
section 3.2.2) that explains an i ncrease in net equity, the factors that cause the 
increase must be analysed, namely savings from income earned and capital 
appreciation of assets. In his study on the suitability of the life stages to explain the 
differences in household net equity, Wolff (1981) found that the level of savings of a 
person is influenced by his position in his life stage (having additional resources to 
save, saving for the education of his children or saving for retirement). Due to the 
savings motive of the life stages approach to explain net equity accumulation up to 
retirement and then net equity reduction in retirement, the approach has been found 
to best explain the net equity cycle of middle class educated whites living in urban 
areas (persons with resources to save).  
 
48 
 
The life stages approach cannot explain the same net equity cycle for poor 
households who do not have enough resources to save or the wealthy whose 
majority of net equity are transferred or received (Wolff, 1981). Gale and Scholz 
(1994) and Salotti (2010) similarly rejected the life stages approach to completely 
explain lifetime net equity accumulation through saving, as Gale and Scholz (1994) 
found that a s ignificant portion (51%) of net equity is received from intended 
transfers and bequests from parents and grandparents.  
 
The second factor in wealth accumulation is the return on assets achieved by the 
household. King and Leape (1987) found that the type of assets and the number of 
assets owned follow a life stages model, i.e. they change in a predictable way as a 
household moves through the different life stages. Having assets that increase in 
value over time will lead to an increase in net equity. 
 
Even though the life stages hypothesis on its own might not be a suitable instrument 
to explain the net equity accumulation by different households, it is used as a basis 
by researchers in explaining the net equity accumulation. Wolff (1981) found that 
there are five factors that explain the differences in household net equity when 
comparing different households.  
 
• saving rates between households (life stages model);  
• the ages of the adults in the household (life stages model);  
• difference in returns on assets (life stages model);  
• levels of income (see section 3.2.10); and  
• transfers and bequests received (see section 3.3.6). 
 
Researchers have identified several factors that influence or limit the use of the life 
cycle hypothesis, for example uncertain retirement age, uncertain life expectancy, 
effects of children on resources, government transfers, bequest motives, uninsurable 
earnings, uninsurable medical expenses, progressive taxation, precautionary 
savings, health and portfolio choices (Lusardi, 2000; Gourinchas & Parker, 2002; 
Scholz, Seshadri, & Khitatrakun, 2004; Schmidt & Sevak, 2006; Turner & Luea, 
2009; Salotti, 2010; Van Rooij, Lusardi, & Alessie, 2011).  
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3.2.7 GENDER 
 
The wealth accumulation of an individual is affected by his or her gender, with men 
having a comparably higher net equity compared to women (Hartog & Oosterbeek, 
1998; Behrman et al., 2010; Van Rooij, Lusardi & Alessie, 2011; Hira, Sabri & Loibl, 
2013). In a s tudy across various countries, Deere and D oss (2006) found that 
reasons for the gender-based net equity disparity are that women generally face 
greater constraints in the labour market as well as in the acquisition and 
accumulation of net equity. The researchers further stated that in South Africa on 
average, men have three times more assets compared to women when entering into 
marriage. 
 
Wilmoth and Koso (2002) studied the differences in net equity between men and 
women when analysing their relationship status and found that for women, their 
relationship status (single, married, divorced or separated) has a significant impact 
on their net equity. The findings included that for single, divorced or separated (from 
a second marriage) women the comparable net equity is much lower compared to 
men. Interestingly, they found no di fference in net equity when the women are 
remarried, cohabiting, widowed or separated (from a first marriage).  
 
Ruel and Hauser (2013) also studied the net equity difference based on gender and 
found similar results to Wilmoth and Koso (2002), namely that the net worth of a 
woman is lower than that of a comparable man in a similar relationship status 
(married or never married). Their research found that a third to a h alf of this 
difference in the net equity can be ex plained by women having lower life-time 
earnings compared to men. 
 
In their research Schmidt and Sevak (2006) found similar results for net equity 
disparities based on gender. Single women have significantly lower net equity at the 
mean and across the 25th, 50th, and 75th percentiles compared to men. 
Interestingly, the researchers found that for the cohort of 25 to 39-year-olds, the net 
equity for single men and women was similar. They postulate that this could be a 
result of two factors. Firstly, it could be due to the cohort effect where women in this 
cohort earn higher income and achieve higher rates of return on assets, and 
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secondly, that the net equity disparities based on gender only manifest at an older 
age.   
 
3.2.8 OCCUPATION 
 
Apart from being employed (full time or part time), research found that the type of 
work also has an impact on net equity. The occupation of the head of the household 
was found to explain some differences in family economic status measured as 
income, expenditure and asset holdings (Crystal, Shea, & Krishnaswami, 1992; 
Yadollahi et al., 2009). 
 
A possible explanation for this can be that the type of occupation (in terms of 
employment field and seniority of position) influences levels of income, which 
influence the net equity accumulation. Monticone (2010) found that the occupation 
type significantly influenced the net equity of a p erson, with managers and 
entrepreneurs and retirees having significantly higher levels of net equity compared 
to general employees (blue and white collar).  
 
In their study in investigating the difference in home-ownership, Hilber and Liu (2008) 
found that a person’s type of occupation was significant in explaining the difference 
in home-ownership, traditionally the biggest asset that a person owns.  
 
Pfeffer and Hällsten (2012) researched the link between occupation levels reached 
and educational attainment and found a pos itive correlation that the higher the 
education, the higher the occupation level reached. The higher occupation levels in 
turn led to an increase in the net equity. The influence of education on net equity is 
analysed in the next section. 
 
3.2.9 EDUCATION LEVEL 
 
Various studies have found that educational attainment leads to higher levels of net 
equity and ear nings (Keister, 2004; Gale & Penc, 2006; Schmidt & Sevak, 2006; 
Hira, Sabri, & Loibl, 2013). Hartog and O osterbeek (1998) found a c orrelation 
between wealth and higher education in a cohort study. Their study focused on 53-
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year-olds from the Netherlands and found that schooling increases net equity; the 
effect being the greatest for respondents with a hi gher level of education. In their 
study of over 50-year-olds in 16 countries, Semyonov and Lewin-Epstein (2013) also 
found that net equity increases significantly in line with education levels in all the 
countries except one (Denmark). They postulate that highly educated persons have 
a greater knowledge of the economy and that through this knowledge they are able 
to make better investment decisions that lead to greater net equity. 
 
Studies investigating the link between education and asset holdings found that 
education was a good predictor of household wealth, specifically property ownership 
(Charles & Hurst, 2001), and investments in the stock market (Dmytro & Maria, 
2012).  
 
A possible hurdle to educational attainment is the cost (which has to be financed 
through either savings or incurring debt). Dmytro and Maria (2012) suggested that 
lower cost of education might assist educational attainment for those facing high 
borrowing costs or borrowing constraints. Interestingly, the United States already 
provides subsidies to increase educational attainment; however, according to 
Cameron and Taber (2004), improving access to debt (borrowing constraints) has 
only a small effect on overall educational attainment. Johnson (2013) also found that 
addressing borrowing constraints has limited impact (1.1%) on degree completion 
and that government subsidies to improve educational attainment aimed at middle 
income households will achieve the highest overall educational attainment (degree) 
and lead to higher earnings. The increase in the educational attainment of the poor 
has been recognised as a strategy to increase their wealth accumulation (Alliance for 
Excellent Education, 2007). 
 
3.2.10 INCOME LEVEL 
 
Keister (2004), Van Rooij, Lusardi, and Alessie (2011) and Hira, Sabri, and Loibl 
(2013) found that the income levels of a household correlate positively with its net 
equity. This means that a ho usehold that earns a hi gher income is able to 
accumulate more assets resulting in a higher net equity. This accumulation of net 
equity through disposable income is attributable to saving (Schmidt & Sevak, 2006). 
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When comparing the impact of income levels on net equity, Semyonov and Lewin-
Epstein (2013) found that income levels and transfers or bequests are the two main 
contributors to household net equity, with income levels being a higher contributor to 
net equity than transfers or bequests (see section 3.3.6).  
 
3.2.11 FINANCIAL LITERACY 
 
The financial literacy of the head of a household has a positive impact on the level of 
net equity of the household (Behrman et al., 2010; Van Rooij, Lusardi, & Alessie, 
2011). The positive correlation is attributable to the fact that knowledge enables the 
household to invest in higher yielding assets (stock market) and to better plan for 
retirement.  
 
This research was extended by Behrman et al. (2010), who found that apart from 
investing in the stock market and retirement planning, financially literate persons also 
invested in pension funds, which assisted their net equity accumulation. They found 
that financial literacy had a higher causal link to net equity than schooling, and that 
investing in improving financial literacy could improve overall net equity. The 
importance of financial literacy to properly plan for retirement was confirmed by 
Lusardi and Mitchell (2007), who found that planning for retirement (financial literacy) 
is positively correlated with net equity. Their study also concluded that education 
levels were positively correlated with financial literacy.  
 
Financial literacy is also a factor in explaining net equity inequality, with Van Rooij 
and Teppa (2014) suggesting that financial knowledge should be taught to children 
in schools to assist with net worth accumulation later in life. This is a view shared by 
Monticone (2010), who found that the wealthy learn financial knowledge of their own 
accord, whereas the poor need assistance (financial and otherwise) in acquiring 
financial knowledge. If knowledge on savings and investment is provided to the low-
educated households, the assets that they do have could be invested in higher 
return investments (Baek & DeVaney, 2004; Monticone, 2010). 
 
It has also been found that a person’s financial literacy is increased if their parents or 
other siblings have a poor financial situation, with Van Rooij, Lusardi, and Alessie 
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(2011) finding that respondents’ financial literacy is negatively correlated with the 
financial literacy and wealth of their parents and other siblings. 
 
3.2.12 PROVINCE 
 
The country or area that a household resides in can influence the net equity of that 
household, with various studies finding comparable differences in the net equity of 
households from different countries (Pfeffer & Hällsten, 2012; Semyonov & Lewin-
Epstein, 2013).  
 
In his research on estimating a national poverty line for South Africa, Oosthuizen 
(2008) alludes to the benefit of having detailed geographical information because of 
inherent differences between locations due to inequalities inherited from apartheid. 
This can be evidenced in the research of Dua-Agyeman (2005), who found that the 
levels of poverty differ between provinces.  
 
3.2.13 AREA DISTRIBUTION 
 
Apart from provinces providing a geographical differentiation of South Africa’s 
population, the area distribution of urban, non-urban and rural provides equally 
important information. Poverty is increasing in urban areas as more people are 
migrating to the large cities, while poverty is decreasing in the rural areas due to this 
migration. In spite of this, rural poverty is still much higher than that in urban areas 
(Dua-Agyeman, 2005; Leibbrandt et al., 2010). 
 
3.2.14 OTHER FACTORS 
 
Some studies have identified other factors that influence net equity; however, as this 
was not considered in other studies it is just mentioned briefly: 
 
• Intelligence quotient (IQ) 
A person’s intelligence quotient did not significantly affect net equity in a s tudy by 
(Hartog & Oosterbeek, 1998).  
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• Immigrant status 
Being an i mmigrant reduces household net equity (Keister, 2004; Semyonov & 
Lewin-Epstein, 2013). 
 
• Religion 
Keister (2004) found that religious affiliation and c hurch attendance significantly 
affect net equity, with being a Jew and attending church indicating higher net equity. 
 
3.2.15 Conclusion 
 
This section has discussed the first of the two groups of factors influencing net 
equity, namely personal factors. The following section will consider the second 
group, namely family background factors. 
 
3.3 FAMILY BACKGROUND FACTORS 
 
3.3.1 INTRODUCTION 
 
Different studies have investigated the impact of demographic and socioeconomic 
factors on a household’s net equity value. In the previous section, the personal 
factors that can influence net equity value were analysed. In the following section, 
family background factors that were found to have a significant impact on net equity 
value will be analysed in detail.  
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Figure 3.3 Family background factors influencing household net equity 
value14 
 
Each of these factors will now be discussed in more detail. 
 
3.3.2 PARENTAL EDUCATION 
 
Keister (2004) found a positive correlation between the net equity of a household 
and the education levels of the parents at the head of the household. This finding 
holds true for the level of education of both the father and the mother, with the 
mother’s education having a more significant impact as a predictor of the children’s 
net worth. One of the reasons postulated for the positive correlation between 
parental education and children’s wealth is that higher educated parents tend to 
afford more educational attainment opportunities for their children. Studies 
investigating personal education levels found that higher education levels lead to 
higher net equity (see section 3.2.9).  
 
Behrman et al. (2010) investigated the link between schooling, financial literacy and 
net worth accumulation by inter alia analysing the influence of parental education on 
a child’s net equity. The results of their ordinary least-squares (OLS) models 
corresponded to the findings of Keister (2004) that the schooling of the father and 
Family Background factors 
• Parental education 
• Parental net equity 
• Number of siblings 
• Ethnicity 
• Transfers and bequests 
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the mother were both significant in predicting the net equity of their children, with the 
mother’s education levels being a slightly better predictor than the father’s levels.  
 
The significance of parental education on a child’s higher educational attainment was 
also confirmed by Carneiro and Heckman (2003), Keister (2004) and Karagiannaki 
(2012), who found that a child’s higher educational attainment is strongly correlated 
to parental education, with the mother’s education level being more significant than 
the father’s. 
 
The findings of Hartog and Oosterbeek (1998) are in contrast to those of Carneiro 
and Heckman (2003), Keister (2004), Behrman et al. (2010) and Karagiannaki 
(2012), as they found that parental education had no significant impact on the net 
equity of their children. Their study was based on a cohort of persons born around 
1940 in the Netherlands. Parental education played a less significant role for children 
born in the 1940s as fewer parents typically had a higher education. There was a 
fear of being ‘over educated’, and the requirements imposed by society to obtain a 
higher education were lower (Schofer & Meyer, 2005). 
 
In summary, parental education is a predictor of the education levels of the children, 
while the children’s education levels in turn are a predictor of their own net equity 
(see section 3.2.9). 
 
3.3.3 PARENTAL NET EQUITY 
 
The second factor to consider is whether there is a positive correlation between the 
net equity of parents and the net equity of their children. Various studies have 
focused on the factors causing this correlation (intergenerational wealth mobility and 
heterogeneity), with Charles and H urst (2001) finding a statistically significant 
correlation between the net equity of parents and their children, even after controlling 
for demographic and socioeconomic factors. The authors further found that 60 
percent of the correlation can be explained by permanent income similarities 
between parents and their children, demographic factors, education levels attained, 
direct transfers and i nvestment portfolio choices. They argue that the remaining 
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correlation can be explained by a similar risk preference of the children compared to 
their parents. In analysing the risk preference of households, Baek and DeVaney 
(2004) found that households with a higher tolerance for risk had a higher level of net 
equity. 
 
Some studies focused on the influence of parental wealth on specific socioeconomic 
outcomes of their children that directly influence the children’s net equity. In their 
study using data for the United States, Zhan and Sherraden (2011) found that 
parental wealth is positively correlated to educational attainment. Pfeffer and 
Hällsten (2012) studied the effects of parental wealth on a c hild’s educational and 
occupational attainment across three countries, namely the United States, Germany 
and Sweden. They found that parental wealth positively influenced a child’s 
educational and occupational level across all three countries. The education (see 
section 3.2.9) and occupation levels (see section 3.2.8) in turn affected the wealth 
levels of the child. Karagiannaki (2012) found similar results in the United Kingdom, 
namely that children with wealthy parents had a higher educational attainment and 
earnings achievement that resulted in a higher net equity for the children.  
 
The financial resources of the parents positively influence a child’s chances of 
attaining a hi gher education level but do not explain the different educational 
achievements of children from different races. Yeung and Conley (2008) studied the 
test scores of black and white children aged three to twelve obtained from the Panel 
Study of Income Dynamics. The differences between educational achievements of 
black and w hite children were almost entirely explained by the demographics 
(parental education, parental occupation, employment status, ethnicity, age of head 
of household, grandfather’s education, child’s age, gender of child, mother’s 
cognitive ability, received aid to families with dependent children, household size and 
marital status) of the child and its family. The study found that parental wealth 
positively affects the household environment in terms of improved parenting 
behaviour and access to private schools for the children. 
 
In analysing the influence of the underlying assets included in the parents’ net equity 
on the children’s education attainment, Nam and Huang (2009) found that current 
assets (financial assets less unsecured debt) have a higher positive correlation with 
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educational attainment than non-current assets (homeownership).  
 
Another important factor in explaining the correlation in net equity is that wealthy 
parents provide a type of insurance for their children. This insurance is in the form of 
easing possible liquidity constraints of the children whilst also enabling them to 
undertake riskier investments as they could always fall back onto the financial 
resources of the parents (Charles & Hurst, 2001; Pfeffer & Hällsten, 2012). These 
riskier investments normally provide a hi gher return than more conservative 
investments, resulting in an increase in the net equity of the household (Pask, 2008). 
 
Karagiannaki (2012) found that parental wealth, over and above parental income and 
education, is a pr edictor of home ownership in 25-year-olds, with an i ncrease in 
parental wealth associated with an increase in home ownership by their children. A 
home is typically the biggest asset that a household owns. Hilber and Liu (2008) and 
Turner and Luea (2009) found that home ownership is a key contributor of wealth. 
One of the reasons postulated as having a significant impact is the transfer of wealth 
to the children. Having wealthy parents increases the chances of the children owning 
their own home at a young age.  
 
A parent’s net equity has a direct influence on the child’s educational attainment, 
which in turn is a predictor of the child’s net equity (see section 3.2.9). This direct 
influence is due to the parents providing the children with access to better schooling, 
a better household environment in which to excel, financial insurance and assistance 
in acquiring their own wealth through transfers. 
 
3.3.4 NUMBER OF SIBLINGS 
 
Section 3.2.4 discussed the impact of the family size on household net equity. The 
number of siblings in adulthood also has a s ignificant impact on the amount of 
financial assistance received from parents. Emery (2013) found that an only child is 
four times more likely to receive assistance compared to a child who has three other 
siblings. He further found that the order of childbirth also affects the amount of 
assistance provided, with the eldest of a four-child family receiving twice as much 
assistance as the last-born. The younger siblings may receive less assistance from 
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their parents than the older children, but Trinitapoli, Yeatman, and Fledderjohann 
(2014) found that apart from the parents providing assistance to younger siblings, 
the older siblings in fact also provide assistance to the younger siblings. 
 
The number of siblings that a person has in childhood also significantly influences 
wealth accumulation later in life, with more siblings during childhood straining the 
family resources available to each child (Hartog & Oosterbeek, 1998; Charles & 
Hurst, 2001; Keister, 2004). 
 
Keister (2004) found that the impact of sibling size was particularly important for 
households living above the poverty line as these households typically have a higher 
income than their needs and each additional sibling dilutes the available resource 
pool (income less needs) available to other family members. The result is that the 
higher the sibling size, the lower the net equity in adulthood. This correlation does 
however decline the higher the parents’ wealth, as there are more resources to 
share. In poor households (living below the poverty line) the impact of sibling size is 
lower, as there are limited resources to start off with. The additional strain on those 
limited resources by additional siblings does not affect the children’s ability to 
accumulate wealth. This is predominantly the case in South Africa, as less than 50 
percent of the population are living above the poverty line (Oosthuizen, 2008). The 
availability of social grants for minor children might also assist these poor 
households in obtaining vital resources, which could explain why families still have 
children without the apparent necessary resources to survive (Case, Hosegood, & 
Lund, 2005).  
 
Townsend, Madhavan, Tollman, Garenne, & Kahn (2002) added to the body of 
ethnographic research by finding that in rural South Africa, the number of siblings 
does not negatively impact on a child’s education attainment and that siblings are an 
important contributor to the well-being of their households. Trinitapoli, Yeatman, and 
Fledderjohann (2014) made a s imilar finding when studying the effects of sibling 
support and education outcomes in Malawi. They found that siblings should not be 
seen only as challengers to the household resources but that older siblings actually 
contribute financial and other resources to their fellow siblings.  
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Another group who could also reside within a p articular household, apart from 
siblings, is extended family. Keister (2004) has found that having extended family 
living with the household strains the available resources and reduces the children’s 
accumulation of net equity in adulthood. She did find, however, that extended family 
does reduce the effects of negative events such as divorce or separation (see 
section 3.2.5) on wealth accumulation in adulthood.  
 
Apart from the sibling size and extended family living with the household, having a 
sibling with health problems also negatively affects the wealth of the household. 
Heflin and Chiteji (2014) found that due to the additional financial constraint, persons 
save less when they have to take care of a sick sibling. 
 
Having siblings may reduce assistance received from parents but they can also 
benefit net equity accumulation. Lusardi (2000) studied why households save so little 
by focusing on whether households have a plan to save. One of the results obtained 
in the study was that younger siblings learn from their older siblings on how to plan 
for retirement.  
 
3.3.5 ETHNICITY 
 
Various international studies have found that ethnicity have a significant influence on 
wealth and wealth inequality. Race is the categorisation of a person’s social position 
based only on biological profile (skin colour) (Thornton & White-Means, 2000). A 
person’s ethnicity encompasses additional information for language, way of life and 
historical background.  
 
Keister (2004) found that compared to blacks and Hispanics, the net equity of whites 
in the United States was comparably higher and that whites also tended to acquire 
assets at a younger age than blacks or Hispanics. In their studies based on data 
from the United States, Juster, Smith, and Stafford (1999) and Lusardi and Mitchell 
(2007) found that whites had hi gher levels of net equity compared to blacks and 
other races. Similarly, Warren and Britton (2003) found differences in the net equity 
of households in the United Kingdom when considering race as a variable. 
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South Africa’s historical growth patterns have resulted in a highly unequal society 
with a s trong racial element. Even though between-race inequality has declined 
since democracy, inter-race inequality has widened, resulting in an increase in 
overall inequality (Leibbrandt et al., 2010). Apartheid denied access to markets, 
infrastructure and education to many South Africans. This restricted the majority of 
South Africans from developing and accumulating assets and creating wealth (Carter 
& May, 1998). The findings of this study were expected to show the same or more 
robust results when compared to international studies when the impact of the cultural 
heritage of a household on its net equity was analysed. 
 
3.3.6 TRANSFERS AND BEQUESTS 
 
Transfers and b equests have been found to contribute to the net equity of a 
household. Households that receive bequests tend to accumulate higher levels of 
net equity over their lifetime (Charles & Hurst, 2001; Schmidt & Sevak, 2006; 
Semyonov & Lewin-Epstein, 2013). 
 
Not all households receive transfers and bequests but for those that do, it has a 
positive impact on net equity accumulation. In estimating the impact of various 
transfers including bequests, Gale and Scholz (1994) found that more than 50 
percent of net equity accumulation can be explained by intergenerational transfers. 
Wolff and Gittleman (2014) found the correlation to be slightly less at 40 percent and 
the number of households to receive a t ransfer or bequest to be 30 percent. 
Interestingly, even though poorer households receive lower transfers and bequests 
than wealthier households, as a percentage it has a g reater significance on their 
overall net equity. This is consistent with the findings of Charles and Hurst (2001), 
namely that for persons who have wealthy parents, the significance of transfers and 
bequests on their net equity is diminished. A reason postulated is that the parents 
provide a kind of insurance to enable their children to invest in higher return (more 
risky) assets. 
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3.3.7 CONCLUSION 
 
Hartog and O osterbeek (1998:251) found that: ‘Family background clearly affects 
wealth, in an expected way’, while Hira, Sabri, and Loibl (2013:33) also discovered 
that the impact of parents on wealth creation ‘accounted for variance in household 
net worth over and above other socio-demographic and belief-related variables’. In 
this section, the effects of family background on household net equity value was 
analysed and the factors that significantly affect household net equity value were 
identified.  
 
3.4 CONCLUSION 
 
The aim of this study was to determine whether selected factors significantly 
influence the net equity value of the South African household’s Statement of 
Financial Position. The heuristic model developed for the study consisted of two 
components; the first described how to measure the net equity (see chapter 2), while 
this chapter described the second component, namely factors that influence 
household net equity values.  
 
The aim of the investigation in this chapter was to evaluate the following research 
sub-question: 
 
Sub-question 2:  
 Which of the selected factors influence the net equity value in a household’s 
 Statement of Financial Position? 
The research found that: 
 Personal and family background factors influence a household’s Statement of 
 Financial Position. 
 
The initial literature overview identified two groups of factors that could influence net 
equity value (see section 1.2.2), namely personal factors and family background 
factors. In the first part of this chapter, the personal factors (see section 3.2) were 
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identified and analysed, and family background factors (see section 3.3) in the last 
part.  
 
Figure 3.4 below provides a summary of the factors that influence net equity value in 
a household’s Statement of Financial Position. 
 
 
Figure 3.4 Selected factors influencing household net equity value15 
 
The selected factors influencing household net equity value were used to construct 
the second component of the heuristic model (see figure 3.5).  
 
Personal factors 
• Age 
• Employment status 
• Family size 
• Marital status 
• Life stages 
• Gender 
• Occupation 
• Education level 
• Income level 
• Financial literacy 
• Province 
• Area distribution 
• Other factors 
Family Background factors 
• Parental education 
• Parental net equity 
• Number of siblings 
• Ethnicity 
• Transfers and bequests 
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Figure 3.5 Heuristic model: Selected factors influencing household net equity 
(Components 1 and 2)16 
 
The research methodology applied to determine which of the identified factors have 
a significant influence on the assets less liabilities (the heuristic model) of a South 
African household is discussed in the next chapter (see chapter 4). 
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CHAPTER 4: METHODOLOGY 
CHAPTER 4 7 
4.1 INTRODUCTION 
CHAPTER 4 17 
The aim of this study was to determine whether selected factors significantly 
influence the net equity value of the South African household’s Statement of 
Financial Position. The research method applied in the study to achieve the research 
objectives consisted of two phases. During the first phase a heuristic model was 
developed. The heuristic model comprised two components: the first described how 
to measure the net equity (see chapter 2), and the second identified factors that 
influence household net equity (see chapter 3). 
 
In the second phase of the research, the heuristic model was applied to the empirical 
data obtained from the household survey to determine if the factors included in the 
heuristic model were also significant in the South African context (see chapter 5). 
 
The aim of this chapter is to describe the research methods used in the study to be 
able to answer the research question: 
 
Which of the selected factors have a significant influence on the net equity of the 
South African household’s Statement of Financial Position? 
 
The following section describes the first phase of the research process. 
 
4.2 PHASE ONE: LITERATURE REVIEW 
 
The selected method for the purposes of this section of the study was a conceptual 
analysis (qualitative research design) by way of a literature and document study. The 
documents assessed in the study included books, conference proceedings, national 
and international subject journal articles, accredited journal (international and 
national) articles, and theses and dissertations that had to be evaluated (Venter, 
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2008). An archival research method was used as historical documents, reports and 
articles were examined to identify information relevant to the topics under review. 
The relevant books and journals were obtained through Unisa’s Oasis electronic 
library, which helps to ensure that authoritative references are used.  
 
Applying this method, a heuristic model (see figure 4.1) of selected factors 
influencing household net equity value (assets less liabilities) was developed. The 
development of a heuristic model is suitable as heuristics are used to discover 
relations in qualitative data (Kleining and Witt, 2000).  
 
 
Figure 4.1 Heuristic model: Selected factors influencing household net equity 
(Components 1 and 2)18 
 
The following section will discuss the data collected for the study and how the 
heuristic model was applied.  
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
  
 
Household  
assets  
less  
Household 
 liabilities 
 
Personal 
Age 
Employment status 
Family size 
Marital status 
Life stages 
Gender 
Occupation 
Education level 
Income level 
Financial literacy 
Province 
Area distribution 
Other factors 
Family background 
Parental education 
Parental net equity 
Number of siblings 
Ethnicity 
Transfers and 
bequests 
Selected factors 
 
 
67 
 
4.3 PHASE TWO: EMPIRICAL STUDY 
 
4.3.1 INTRODUCTION 
 
An interpretive research approach was adopted for the present research as it sought 
to understand and describe the topic under review (Babbie and Mouton, 2001). The 
research method applied was a quantitative analysis of the results obtained from a 
survey amongst South African households. 
 
The data used in this study was obtained from the Momentum/Unisa South African 
household financial wellness omnibus survey 2012/2013. The process of obtaining 
and verifying the data used in this study is discussed in this section with particular 
attention given to: Omnibus study design (see section 4.3.2), sample design, size 
and distribution (see section 4.3.3), the data collection unit (see section 4.3.4), data 
collection (see section 4.3.5), data capturing (see section 4.3.6) and v alidity and 
reliability (see section 4.3.7). 
 
4.3.2 OMNIBUS STUDY 
 
The data used in this study was collected as part of an omnibus study conducted by 
Unisa’s Bureau for Market Research (BMR). The study is known as the 
Momentum/Unisa South African household financial wellness omnibus survey (Wave 
2 - 2012/2013). It is an expansion of the initial 2011 study developed to measure 
South African households’ financial situation. As the data used in this study forms 
part of an omnibus study, the basic principles of an omnibus study will briefly be 
discussed. 
 
An omnibus survey is a r esearch survey conducted by a pr ofessional research 
company to obtain data from a targeted community, using probability sampling 
(Ipsos Mori, 2013; Monash University, 2013; The Market Research Society, 2013). 
The data used in the current study formed part of the omnibus study investigating the 
profile of household finances in South Africa. The results presented in this study are 
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based on the questions related to the households’ assets and liabilities included in 
the omnibus study (The Market Research Society, 2013).  
 
The survey instrument and findings of the 2011 initial survey were used as the 
starting point to refine and adapt the questionnaire used for the Wave 2 - 2012/2013 
survey. The final questionnaire was put through a rigorous improvement and review 
process to ensure relevant data collection and comparability, reduce bias and 
increase respondent participation (Personal Finance Research Unit, 2012). This 
improvement and review process was performed in the following four phases:  
 
 
 
The final revised questionnaire consisted of seven sections. Because an omnibus 
survey was used, this survey contained only questions from selected sections: 
First      
phase 
• Incorporating feedback from interviewers through group 
discussions based on challenges they experienced during the 
interview process in the first wave. 
Second 
phase 
• Follow-up visits with respondends in the first wave to improve the 
questionnaire's structure, content and concept descriptions 
through collaboration with expert and experienced household 
survey researchers from the United Kingdom (UK).  
Third    
phase 
• Meetings with the researchers from the UK to improve the quality 
of the questionnaire and administration processes regarding the 
questionnaire, and field work based on feedback from the follow-
up visits in phase 2.  
Fourth 
phase 
• A revised questionnaire was developed based on the information 
compiled in the third phase. This questionnaire was tested 
through a pilot project at a North West Province municipality, after 
which feedback received from interviewers was incorporated into 
the final questionnaire.  
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The following section provides a des cription of the process followed to obtain the 
data used in this study. 
 
4.3.3 SAMPLE DESIGN, SIZE AND DISTRIBUTION 
 
The Momentum/Unisa South African household financial wellness omnibus survey 
(Wave 2 - 2012/2013) used a stratified multi-stage sample design to select the 
sample elements. The sample design aimed to ensure that the sample was a 
reflection of the South African household and that the various household spheres 
were represented fairly. The variables used in the stratification process were 
provinces, population (urban/rural) and area type (informal, traditional and urban). 
 
Data obtained from the South African Demarcation Board (name has changed to 
Municipal Demarcation Board) was used to develop geo-demographic categories by 
means of a multi-stage sampling technique due to the cultural and ethnic diversity of 
South Africa. The diversity of the population is reflected in five geo-demographic 
categories, namely rural/ urban, income, education, and racial and g eographic 
characteristics. 
 
The method of data collection plays an i mportant role in the development of the 
sample design. When deciding on which method of data collection to use, Cooper 
and Schindler (2014) state that the researcher will choose between either a 
communication or an observation approach. This study did not focus on respondent 
• A: Demographics 
• E: Household assets 
• F: Household liabilities 
• G: Sources of funding 
Relevant sections 
• B: Environment 
• C: Financial behaviour 
• D: Monthly household expenditure 
Section not used 
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behaviour but on o btaining the respondents’ knowledge and information. The 
communication approach was therefore followed and, as Cooper and S chindler 
(2014) continue, the survey was the measurement tool used to obtain data by means 
of the communication approach.  
 
The chosen data collection method was the personal interview, which is in 
accordance with United Nations (2005), who found that for large-scale household 
surveys, such as the Momentum/Unisa South African household financial wellness 
omnibus survey 2012/2013, personal interviews are the most commonly used and 
effective method.  
 
The personal interviews were conducted in accordance with similar studies, namely 
through the use of both computer-aided telephone interviews (CATI) and personal 
face-to-face interviews (Scheepers, 2013). The sample design statistician used the 
five geo-demographic categories to develop the sample with the ideal number of 
CATI and face-to-face interviews per province in order to be representative of South 
Africa (see table 4.1). 
 
Table 4.1 In-house, face-to-face and CATI sample8 
Province Face-to-face CATI Total 
Eastern Cape 323 61 384 
Free State 347 73 420 
Gauteng 317 121 438 
KwaZulu-Natal 362 69 431 
Limpopo 322 66 388 
Mpumalanga 301 85 386 
North West 254 57 311 
Northern Cape 367 61 428 
Western Cape 355 103 458 
Total 2 948 696 3 644 
 
After identifying the ideal sample distributions, the data unit had to be described in 
more detail. 
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4.3.4 THE DATA COLLECTION UNIT  
 
The data collection unit is the ‘household’. Studies in South Africa and internationally 
use different definitions for a household, so for the purpose of this study the term 
was analysed and defined in chapter 2 and denotes ‘a person or a group of persons 
who live and eat together as a unit for at least four days a week’. 
 
The respondents were selected for the interview based on their ability to provide the 
most complete information on t he household’s finances (the financially 
knowledgeable person (FKP)). 
 
4.3.5 DATA COLLECTION  
 
Using the sample framework discussed above, data was collected using two 
methods, namely computer-aided telephone interviews (CATI) and personal face-to-
face interviews. The CATI were conducted by trained interviewers of the Bureau for 
Market Research (BMR), subject to supervision. The interviewers were selected from 
the BMR’s list of experienced interviewers and trained on the content of the surveys. 
Respondents for the CATI survey were randomly selected from the telephone 
directory. The quality of the CATI were continuously assessed and monitored to 
ensure immediate corrective action or callback of respondents, if required. 
 
The face-to-face interviews were conducted across all nine provinces by selecting 
two municipalities in each province. As most of the communities were situated in 
rural areas, interviewers were recruited from the respective communities where 
these interviews were scheduled to be conducted. The selection criteria determined 
that an interviewer had to have as a minimum a grade 12 certificate, good 
communication skill,s and a suitable personality. Due to the complex nature of the 
questionnaire, a paper-and-pencil interviewing method was used.  
 
The interviewers were trained by researcher managers at the respective locations 
using a t raining manual. The training manual included inter alia the purpose of the 
research, definitions, and recommended interview techniques. The training included 
the completion of the questionnaire by each interviewer followed by a gr oup 
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discussion on issues identified. Each interviewer received a m ultilingual (eight 
languages) dictionary containing the most pertinent financial terms. The most 
competent interviewer at each location was selected as a regional supervisor. These 
supervisors were required to perform various additional duties, which included some 
administrative tasks, assisting interviewers and performing callbacks.   
 
After the completion of their training, the interviewers were assigned to specific 
locations within each municipality. Interviewers selected a respondent on a random 
street and chose any property in that street ending with a zero as the starting point. 
Thereafter, the three closest neighbours were selected to form part of the sample. 
After the completion of the first set of interviews, the next respondent had to be 
chosen a minimum of five streets further.  
 
To ensure their safety, all interviews were performed by two interviewers. The 
supervisor provided continuous progress updates and after completion of the 
interviews, the supervisor performed field editing on t he questionnaires to ensure 
correctness and completeness. After the interviewers had revisited the respondent if 
a questionnaire was incomplete or incorrect, the supervisor forwarded the 
questionnaires to the researchers where they were checked for correctness and 
completeness once again.  
 
4.3.6 DATA CAPTURING  
 
After completion of the interview phase of the project, the total realised sample was 
3 533 households that were interviewed – 96,95 percent of the initial sample frame 
(response rate). The demographic profile of the realised sample used in this study is 
provided in section 4.4.  
 
The data was collected over the period September 2012 to March 2013, and 
captured and coded in the field and by designated in-house data capturers. It was 
verified through telephone back checks (10% of all questionnaires) and editing. All 
typographical errors were corrected before the commencement of data analysis. 
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4.3.7 VALIDITY AND RELIABILITY 
 
The validity of the data was tested by using regression analysis to determine to what 
extent net equity (assets less liabilities) is determined by income sources. Based on 
the results of the regression analysis (low correlations and R2 values), potential 
outliers were identified through the use of descriptive statistics and box plots. The 
following variables were used to determine whether each identified outlier was 
probable or not to confirm or deny its existence as an outlier: 
 
• All the directly related variables (income, expenditure, asset and liability 
variables); and  
• The key identified impact variables (income, education, age and labour status). 
 
Based on the results, 56 out liers were excluded from the dataset, which ensured 
acceptable correlation values. The dataset was further reduced by 224 respondents 
by eliminating those that did not indicate adequate asset and liability values, which 
are required to calculate their net equity value. Some of the personal and family 
background factors identified in chapter 3 as influencing a household’s net equity 
value are directly attributable to the household head. The questionnaire contained a 
question requiring respondents to indicate the applicable household head from the 
respondents answering the questionnaire. All questionnaires that did not indicate the 
household head were eliminated, which further reduced the dataset by 86 
respondents. This resulted in a usable sample of 3 223 respondents. 
 
The Cronbach Alpha coefficient was used to test the internal consistency of the 
social capital construct. The construct consisted of seven questions (C05 – C011) 
and had a coefficient value of 0.674, which is above the exploratory threshold level 
of 0,6 (Hair, Black, Babin & Anderson, 2010). The social capital construct had to be 
revised to increase its internal consistency. 
 
The structural integrity of the data was analysed by using neural network methods to 
determine to what extent age, education and employment status could explain 
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household income and expenditure. The value obtained of 69 percent (linked to the 
% contribution) indicated a high level of structural integrity. 
 
The response rate to the questionnaire was high due to its perceived benefit to the 
respondents, quality improvements to the previous questionnaire, and trained 
interviewers performing the interviews. As the municipalities where face-to-face 
interviews were conducted were not all representative of the population 
demographics, the CATI samples were adjusted in those areas to get a 
representative sample. 
 
4.3.8 DATA LIMITATIONS 
 
The data used in this study has the following two limitations: self-reporting, as it may 
contain inaccurate data provided by respondents; and the inaccessibility of high-
income households, which caused a biased sample. 
 
4.3.9 DATA ANALYSIS 
 
The data obtained from the fieldwork was analysed using IBM SPSS statistics. For 
the purpose of this study the questions relating to value of assets and liabilities as 
well as the demographic information questions were used. 
 
The data collected was analysed by developing a ‘net equity’ variable for each 
respondent. The results were firstly analysed by means of descriptive statistics. 
Thereafter, inferential statistical analysis was done to determine if significant 
difference existed between compliant and non-compliant respondents. As the 
dependent variable created was a nominal variable, analysis of variance (ANOVAs) 
or t-test was used. Finally, a categorical regression model was developed to 
determine the effect of the different variables on the net equity groups in which a 
respondent was classified. 
 
  
75 
 
4.3.10 CONCLUSION 
 
To achieve the research objective of the study, the data obtained from the 
Momentum/Unisa South African household financial wellness omnibus survey (Wave 
2 - 2012/2013) was used. This section has described the research method employed 
to collect and v erify the data used in this study. The demographic profile of the 
respondents included in this study is provided in the following section.  
 
4.4 DEMOGRAPHIC PROFILE OF THE RESPONDENTS 
 
4.4.1 INTRODUCTION 
 
For the purpose of this study, 3 223 respondents were interviewed and met the data 
validation and reliability criteria. As this study used data obtained from an omnibus 
study, data was not available to analyse and interpret all the factors identified in the 
literature review in chapter 3. Due to the cost of obtaining all the required 
information, the following factors included in the heuristic model were not included in 
the survey: 
 
• Life stages; 
• Financial literacy; 
• Other factors; 
• Parental education; 
• Parental net equity; 
• Number of siblings; and 
• Bequests. 
 
The revised heuristic model was provided in figure 4.2 and these selected factors will 
be used in the remainder of this study. It should be noted that although information 
for all of these variables was obtained, some respondents did not answer all the 
demographic questions, resulting in differences in the number of respondents per 
variable analysed (see table 4.2). 
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Figure 4.2 Heuristic model: Selected factors influencing household net 
equity (Factors in survey)19 
 
4.4.2 DEMOGRAPHIC PROFILE 
 
Questions related to the demographic information of the respondent and household 
were answered on a voluntary basis. Table 4.2 sets out the completion rate of each 
factor by the respondents in the survey. This information is important as it could 
influence the inclusion or not of certain variables during the inferential analysis later 
in the study.  
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Table 4.2 Response rate9 
Factor Total sample  
(N) 
Percent 
Age 3 187 98.88% 
Employment status 3 176 98.54% 
Family size 3 107 96.40% 
Marital status 3 198 99.22% 
Gender 3 213 99.69% 
Occupation 1 881 58.36% 
Education level 3 176 98.54% 
Ethnicity 3 199 99.26% 
Transfers received 2 152 66.77% 
Province 3 215 99.75% 
Area distribution 3 196 99.16% 
Total sample 3 223 100.00% 
 
It is evident from table 4.2 that the factors ‘occupation’ and ‘transfers received’ had 
the lowest response rate at 58.36 percent and 66.77 percent respectively. The 
response rate for the other nine factors ranged between 96.40 percent and 99.75 
percent. These two factors (‘occupation’ and ‘transfers received’) will be included in 
the descriptive and i nferential analysis in chapter 5 i n order to determine if they 
influence household net equity value statistically significantly.  
 
In the following section the demographic profile for each factor selected for the study 
is provided.  
 
4.4.3 DEMOGRAPHIC VARIABLE CLASSIFICATION 
 
This section provides descriptive analyses for each of the variables included in the 
survey. In order to facilitate the interpretation and analysis of the data certain 
variables were grouped as describes below. 
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Age 
 
The questionnaire contained a q uestion asking the respondent’s exact age. The 
respondents were classified into four groups representing different life periods, 
namely: 
• 29 and under; 
• 30 – 44; 
• 45 – 59; and 
• 60 and over. 
 
Table 4.3 provides the number of respondents per age group. 
 
Table 4.3 Demographic profile: Age10 
Demographic variable Total sample 
(N) 
Percent 
Age     
29 and under 289 9.07% 
30 – 44 880 27.61% 
45 – 59 1 059 33.23% 
60 and over 959 30.09% 
Total 3 187 100.00% 
 
It can be seen that the age group ‘29 and under’ has a lower proportionate number 
of responses than the other groups. Possible explanations for this could be t hat 
younger people are still living on the same premises as their parents, with the latter 
then being selected as the head of the household to be i ncluded in the survey. 
Young married couples are in most cases both working, which could have lowered 
their chance of being included in the face-to-face interview group. Despite being 
lower than the other groups, it still significantly exceeds the minimum number 
required to be included in the statistical analysis. 
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Employment status 
 
The questionnaire contained a question investigating the respondents’ employment 
status from a list of seven possibilities (provided in brackets below). For reporting 
purposes, the respondents were classified into the groups representing the main 
employment statuses. Certain groups were also combined if the number of 
respondents (N) was too low for statistical analyses and would result in these groups 
being excluded. The analysis resulted in the following four groups:  
• Paid worker (employee, family worker) 
• Self-employed (self-employed) 
• Retired (retired); and 
• Not working (housewife, student and unemployed). 
 
Table 4.4 provides the number of respondents per employment status. 
 
Table 4.4 Demographic profile: Employment status11 
Demographic variable Total sample 
(N) 
Percent 
Employment status     
Not working 533 16.78% 
Paid worker 1 473 46.38% 
Self-employed 521 16.40% 
Retired 649 20.44% 
Total 3 176 100.00% 
 
The unemployment status per table 4.4 is 16.7 percent compared to the national 
average of 24.9 percent at the end of 2012 (South Africa. Statistics South Africa, 
2013b). A possible reason for the lower rate is that the employment status of only the 
head of the household was used. 
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Family size 
 
The questionnaire contained a q uestion asking the respondents to indicate their 
kinship in relation to the various persons in the household. The number of persons in 
the household was tallied to determine the number of members in the household.  
 
The respondents were classified into six groups representing the various household 
sizes. Although there were households with more than six members (the largest 
family size was 12), these were grouped together to form a group with six or more 
members. The six groups used in this study are: 
• 1 member (respondent only); 
• 2 members; 
• 3 members; 
• 4 members; 
• 5 members; and 
• More than 5 members. 
 
Table 4.5 provides the number of respondents per family size. 
 
Table 4.5 Demographic profile: Family size12 
Demographic variable Total sample 
(N) 
Percent 
Family size     
1 member 383 12.33% 
2 members 705 22.69% 
3 members 618 19.89% 
4 members 580 18.67% 
5 members 383 12.33% 
More than 5 members 438 14.09% 
Total 3 107 100.00% 
 
As can be observed in table 4.5, the family size group with the most respondents is 
the two-member family. 
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Marital status 
 
The questionnaire contained a q uestion asking the respondents to indicate their 
relationship status by selecting from a l ist of five possibilities (provided in brackets 
below). The respondents were classified into the groups representing the marital 
status categories. Respondents with similar characteristics were combined into the 
following three groups: 
• Never married or single (Never married / single); 
• Married or living together as partners (Married / living together as partners); 
and 
• Widowed, separated or divorced (widowed, separated, divorced). 
 
Table 4.6 provides the number of respondents per marital status. 
 
Table 4.6 Demographic profile: Marital status13 
Demographic variable Total sample 
(N) 
Percent 
Marital status     
Never married and single 597 18.67% 
Married or living together as partners 1 884 58.91% 
Widowed, separated or divorced 717 22.42% 
Total 3 198 100.00% 
 
As expected, the group with the highest number of respondents in table 4.6 is the 
group married or living together as partners. 
 
Gender 
 
The questionnaire contained a q uestion asking the respondents to indicate their 
gender from a list of two possibilities. The respondents were classified into two 
groups representing the different gender options, namely: 
• Male; or 
• Female. 
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Table 4.7 provides the number of respondents per gender. 
 
Table 4.7 Demographic profile: Gender14 
Demographic variable Total sample 
(N) 
Percent 
Gender   
Male 2 078 64.67% 
Female 1 135 35.33% 
Total 3 213 100.00% 
 
The results in table 4.7 are to be expected, with a higher proportion of respondents 
being male, as they have traditionally been seen as the head of the household.  
 
Occupation 
 
The questionnaire contained an open-ended question asking the respondents to 
indicate their occupation. The responses received were recoded into eight major 
category groups using the Organising Framework for Occupations (South Africa. 
Department of Labour, 2012). Of the total population of 3 223, 1 881 of the 
respondents completed this question. However, 30 o f these responses were 
excluded as the respondent was retired, not working or the occupation provided was 
too indistinguishable to categorise. 
 
The respondents were classified into eight groups representing different 
occupations, namely: 
• Managers; 
• Professionals; 
• Technicians and Associate Professionals; 
• Clerical Support Workers; 
• Service and Sales Workers; 
• Skilled Agricultural, Forestry, Fishery, Craft and Related Trades Workers; 
• Plant and Machine Operators, and Assemblers; and 
• Elementary occupations. 
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Table 4.8 provides the number of respondents per occupation. 
 
Table 4.8 Demographic profile: Occupation15 
Demographic variable Total sample 
(N) 
Percent 
Occupation    
Managers 295 15.68% 
Professionals 206 10.95% 
Technicians and Associate Professionals 320 17.01% 
Clerical Support Workers 125 6.65% 
Service and Sales Workers 234 12.44% 
Skilled Agricultural, Forestry, Fishery, Craft and 
Related Trades Workers 
298 15.84% 
Plant and Machine Operators, and Assemblers 191 10.15% 
Elementary occupations 212 11.28% 
Total 1 881 100.00% 
 
The Department of Labour provided statistics on employment by occupation for the 
period April 2012 to March 2013 (South Africa: Department of Labour, 2013). A 
comparison of the statistics with table 4.8 indicates that as a percentage of the 
labour force, only the elementary occupation differs significantly (11,28% versus 
28,49%). Apart from the comparably lower response rate to this question (see table 
4.3), the difference could also be because the study considered only the occupation 
of the head of the household. 
 
Educational level 
 
Respondents were asked to indicate their education level from a l ist of seven 
possibilities (provided in brackets below). The respondents were classified into the 
groups representing the main education levels. Groups where the number of 
respondents (N) was too low for statistical analysis were combined with other groups 
with similar characteristics. The following four groups were used in this study: 
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• No schooling / Primary school (No schooling, some primary and primary 
complete); 
• Grade 10 or less (Grade 10 or less); 
• Grade 12 (Grade 12); and 
• Diploma / Degree / Post-graduate degree (Diploma / Degree and Post-
graduate degree). 
 
Table 4.9 provides the number of respondents per education level. 
 
Table 4.9 Demographic profile: Education level16 
Demographic variable Total sample 
(N) 
Percent 
Education level    
No schooling / Primary school 557 17.54% 
Grade 10 or less 864 27.20% 
Grade 12 987 31.08% 
Diploma / Degree / Post-graduate degree 768 24.18% 
Total 3 176 100.00% 
 
In accordance with South Africa. Statistics South Africa (2012), the data obtained in 
the 2011 census on the education level largely correlates with table 4.9, except for 
the Diploma / Degree / Post-graduate degree group, which is more than double the 
census figures (24,18% versus 11,8%). A possible reason could be that this study 
evaluated the education level of the head of the household.  
 
Income level 
 
The questionnaire contained a q uestion asking the respondents to indicate their 
monthly income levels using a scale measure for all the household members. The 
total household income of all household members was used as the income level of 
the household. The responses received were recoded into eight major category 
groups in accordance with the South African Audience Research Foundation 
(SAARF) classification (South African Audience Research Foundation, 2014). For 
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purposes of analysis, only respondents indicating an i ncome were used. The first 
category, namely Less than R800, had too few respondents (89) and was grouped 
together with the second category, R800 – R1 399, to form a new group, namely 
Less than R1 399, which resulted in seven groups. Of the total population of 3 223, 
2  664 of the respondents completed this question.  
 
The respondents were classified into seven groups representing different monthly 
income level categories, namely: 
• Less than R1 399; 
• R1 400 – R2 499; 
• R2 500 – R4 999; 
• R5 000 – R7 999; 
• R8 000 – 10 999; 
• R11 000 – R19 999; and 
• R20 000 or more. 
 
Table 4.10 provides the number of respondents per income level. 
 
Table 4.10 Demographic profile: Income level17 
Demographic variable Total sample 
(N) 
Percent 
Income level    
Less than R1 399 339 12.73% 
R1 400 – R2 499 399 14.98% 
R2 500 – R4 999 439 16.48% 
R5 000 – R7 999 313 11.75% 
R8 000 – 10 999 239 8.97% 
R11 000 – R19 999 312 11.71% 
R20 000 or more 623 23.39% 
Total 2 664 100.00% 
 
Similar data to table 4.10 was obtained from the South African Audience Research 
Foundation (2013) report for December 2012. The only income category where there 
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is a difference of more than 40 percent in the representation of the category for the 
two datasets is the R20 000 or more category, with this study having a hi gher 
percentage (23.39% compared to 13,30%).  
 
Province 
 
The questionnaire contained a question asking the respondents to indicate the 
province the respondent usually lives in from the list of nine South Africa provinces. 
The respondents were classified into the nine different provinces, namely: 
• Eastern Cape; 
• Free State; 
• Gauteng; 
• KwaZulu Natal; 
• Limpopo; 
• Mpumalanga; 
• Northern Cape; 
• North West; and 
• Western Cape. 
 
Table 4.11 provides the number of respondents per province. 
 
Table 4.11 Demographic profile: Province18 
Demographic variable Total sample 
(N) 
Percent 
Province   
Eastern Cape 337 10.49% 
Free State 360 11.19% 
Gauteng 396 12.22% 
KwaZulu Natal 422 13.28% 
Limpopo 279 8.49% 
Mpumalanga 351 10.92% 
Northern Cape 360 11.28% 
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Demographic variable Total sample 
(N) 
Percent 
North West 288 8.82% 
Western Cape 422 13.31% 
Total 3 215 100.00% 
 
As this was one of sample design criteria, a similar distribution across provinces was 
expected and realised.  
 
Area distribution 
 
The questionnaire contained a question asking the respondents to indicate the area 
in which they reside from a list of three possibilities. The respondents were classified 
into the three different areas, namely: 
• Metro;  
• Non-metro; and 
• Rural. 
 
Table 4.12 provides the number of respondents per area distribution. 
 
Table 4.12 Demographic profile: Area distribution19 
Demographic variable Total sample 
(N) 
Percent 
Area distribution  
Metro 827 25.88% 
Non-metro 1 779 55.66% 
Rural 590 18.46% 
Total 3 196 100.00% 
 
As this was one of the sample design criteria, a similar distribution across provinces 
was expected and realised.  
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Ethnicity 
 
Respondents were asked to indicate to which population group they belonged from a 
list of five possibilities. Only ten respondents indicated their ethnicity as ‘other’ and 
were combined with the ‘Indian / Asian’ group to form a new combined group. 
 
The respondents were classified into the four different ethnicity groups, namely: 
• Black (Black); 
• Indian / Asian (Indian / Asian and Other); 
• Coloured (Coloured); and 
• White (White). 
 
Table 4.13 provides the number of respondents per ethnicity. 
 
Table 4.13 Demographic profile: Ethnicity20 
Demographic variable Total sample 
(N) 
Percent 
Ethnicity   
Black 1 158 36.20% 
Indian / Asian / Other 522 16.32% 
Coloured 699 21.85% 
White 820 25.63% 
Total 3 199 100.00% 
 
As can be seen in table 4.13, all four population groups were included in the survey, 
with the largest proportion being in the black group.  
 
Transfers received 
 
The questionnaire contained six questions relating to transfers received by the 
respondents. The first four questions related to whether the respondent had received 
financial assistance in the acquisition of their primary residence or investment 
properties. The responses to these questions were collated to indicate whether 
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assistance had been received for the acquisition of any fixed property. The next 
group of questions related to whether the respondent had received either a social 
transfer (non-government) or a transfer from a family member. The responses to 
these questions were collated to indicate whether transfers had been received. Of 
the total population of 3 223, 2 152 of the respondents completed these questions. 
 
The respondents were classified into two different groups based on whether they 
had received any transfers, namely: 
• Yes 
• No 
 
Table 4.14 provides the number of respondents per transfers received. 
 
Table 4.14 Demographic profile: Transfers received21 
Demographic variable Total sample 
(N) 
Percent 
Transfers received    
Yes 699 32.48% 
No 1 453 67.52% 
Total 2 152 100.00% 
 
It is to be expected that the majority of respondents indicated that no transfers had 
been received. It should be noted that along with the variable Occupation, the 
response rate for these two variables was comparably lower than for the other 
variables (see table 4.3) 
 
4.4.4 CONCLUSION 
 
There were 3 223 respondents that were included in the dataset after completing the 
data validity and reliability tests. This section has set out the demographic profile of 
the respondents for each variable included in the data set.  
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4.5 CONCLUSION 
 
This study aimed to identify factors that influence the net equity value in the South 
African household’s Statement of Financial Position. In order to achieve the 
objective, the heuristic model of factors influencing household net equity value that 
was developed in the previous chapters (see chapter 2 and chapter 3) were applied 
to the data to determine if it also affects net equity in South Africa. 
 
The next chapter provides the results of the statistical analysis of the empirical data 
described in this chapter. These results will determine the factors that significantly 
influence the net equity value in the South African household’s Statement of 
Financial Position.  
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CHAPTER 5: ANALYSIS OF DATA 
CHAPTER 5 22 
5.1 INTRODUCTION 
CHAPTER 5 20 
The aim of this study was to determine if selected factors significantly influence the 
net equity value of the South African household’s Statement of Financial Position. 
The research method applied in the study to achieve the research objectives 
consisted of two phases. During the first phase a heuristic model consisting of two 
components was developed (see figure 5.1).  
 
 
Figure 5.1 Heuristic model: Selected factors influencing household net equity 
(Factors in survey)21 
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During the second phase of the research, the heuristic model was applied to the 
empirical data obtained from the household survey to determine whether the factors 
included in the heuristic model were also significant in the South African context.  
 
This chapter aims to determine whether the factors (independent variables) included 
in the heuristic model have a s ignificant influence on the dependent variable (net 
equity value = household assets less household liabilities). To achieve the objective 
of this chapter the following statistical analysis process was followed: 
 
Phase 1:  Measure household net equity value per respondent (see section 5.2); 
Phase 2:  Determine if each selected factor (independent variables) has a 
significant influence on the household’s net equity value (see section 
5.3); and  
Phase 3:  Construct a Binary Logistic Regression model to evaluate the effect of 
each of the factors (independent variables; excluding covariate 
variables – see section 5.4) on the net equity group into which a 
household was classified (see section 5.5). 
 
The following section will measure the household net equity value per respondent. 
 
5.2 HOUSEHOLD NET EQUITY VALUE PER RESPONDENT 
 
The first components of the heuristic model used in this study described how a 
household’s net equity value should be measured. The literature firstly identified the 
two components of net equity, namely assets and liabilities (see figure 5.2).  
 
 
Figure 5.2 Assets – Liabilities = Net equity22 
Assets Liabilities Net equity 
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The literature review identified which assets and liabilities of a household should be 
measured to determine its net equity. It was also established that the current values 
were the appropriate measurement method to use (see section 2.3). The following 
household asset and liability framework was discussed in chapter 2: 
 
Table 5.1 South African household Statement of Financial Position framework 
for assets and liabilities23 
 Main asset/liability 
classification 
Description 
ASSETS Non-current assets  Residential property and other property 
Other non-financial 
assets  
Vehicles, boats and planes, household content, 
collectibles, trust assets and business assets 
Retirement funding 
assets 
Retirement funding assets 
Financial assets  Insurance, funeral insurance, special needs 
insurance, educational policies, burial society 
policies, offshore investments, unlisted shares, 
loan accounts, retail savings bonds, employee 
share options and collective investments 
Current assets Stokvel assets, listed shares, fixed deposits, 
other current assets, savings accounts, money 
market investments, cheque accounts, mzansi 
accounts and cash at home 
- LIABILITIES 
 
 
 
 
 
 
 
 
 
 
Mortgage loans Mortgage on residential property and mortgages 
on other property 
Financial liabilities 
 
 
Financing:  
Vehicle financing, financing of boats and planes, 
household content/collectible financing, other 
hire purchase agreements and c ell phone 
contracts,  
Loans: 
Student loans, personal loans, loan from 
employers, loan from friend/relative/individuals, 
cash loans and other loans 
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 Main asset/liability 
classification 
Description 
 
 
 
 
 
Current liabilities Bank overdrafts, credit cards, store cards, 
petrol/garage cards, household bills payable, 
municipal accounts, airtime accounts, rent in 
arrear, alimony, school fees, SABC/DSTV/Toptv, 
medical bills and other bills 
Source: Scheepers (2013) 
 
This study made use of secondary data obtained from the Momentum/Unisa South 
African household financial wellness omnibus survey (Wave 2 - 2012/2013). The 
initial data collection and verification process included Cronbach alpha reliability test, 
neural networking and t riangulation. The raw data was subjected to rigorous 
econometric testing and verification before the final data set was produced. During 
the first phase of the data analysis process, the data was used to calculate the 
average assets and liabilities of the respondents that participated in the survey (see 
table 5.2): 
 
Table 5.2 Rand value of household net equity24 
 
Main asset/ liability classification 
Average 
Rand value per 
household 
ASSETS Non-current assets  372 026  
Other non-financial assets  156 964  
Retirement funding assets 48 639  
Financial assets  10 754  
Current assets 29 722  
- LIABILITIES Mortgage loans (37 508) 
Financial liabilities (17 931) 
Current liabilities (4 864) 
= NET EQUITY VALUE 557 802  
Source: Own 
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The average Rand value of the net equity per household of R557 802 in table 5.2 
was calculated by using the total Rand value per asset and liability item divided by 
the total number of respondents (3 223) in the final dataset. In order to obtain a 
better understanding of the distribution of the assets and liabilities between the 
respondents, the average net equity value for each decile in the sample is provided 
in table 5.3 
 
Table 5.3 Net equity profile per decile25 
Decile Respondents Lowest 
Net equity 
value 
Highest 
Net equity 
value 
Average 
net equity 
value per 
household 
Percent N Rand Rand Rand  
10 322 -2 061 932  2 520  -44 854  
20 322 2 550 17 737  4 865  
30 322 17 800 40 200 16 755 
40 323 40 400 75 650 37 157 
50 322 75 833 132 250 85 076 
60 323 132 500 265 750 172 352 
70 322 267 250 513 800 340 426 
80 323 514 850 845 372 592 755 
90 322 845 550 1 481 000 978 246 
100 322 1 486 650 13 171 300 3 055 692 
 
The following section will determine if the identified independent variables have a 
significant influence on household net equity by performing an Analysis of Variance 
(ANOVA) test or a t-test (where applicable). Post Hoc analysis will be performed on 
all individual variables included in the independent variable due to the exploratory 
nature of the current study (see section 5.3).  
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5.3 INFLUENCE OF IDENTIFIED FACTORS ON HOUSEHOLD NET 
EQUITY 
 
5.3.1 Introduction 
 
The following section determines whether the independent variables (see figure 5.1 
Personal and F amily background factors) included in the heuristic model have a 
significant influence on the dependent variable (household assets less household 
liabilities).  
 
5.3.2 Influence of age on household net equity 
 
In their research, Keister (2004), Yadollahi et al. (2009), Behrman et al. (2010), 
Pawasutipaisit and Townsend (2011), Van Rooij, Lusardi, and Alessie (2011) and 
Hira, Sabri, and Loibl (2013) all found that net equity increases with age until 
retirement, when it starts to decrease. Figure 5.3 provides the average net equity 
value of South African households per age group. 
 
 
Figure 5.3 Average net equity per household head age23 
 
A visual inspection of figure 5.3 reveals noticeable differences in the average net 
equity values of the different age groups. Figure 5.3 clearly indicates that net equity 
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increases as a person gets older. This finding corresponds to the findings of other 
authors (see section 3.2.2) that net equity increases with age.  
 
It is interesting to note that for the first three age groups the net equity value of each 
corresponding higher group is approximately double the value of the previous group 
(average net equity for group 29 and under = R176 996, for group 30 to 44 = 
R349 223 and for group 45 to 59 = R659 226). It appears that a household’s average 
net equity almost doubles as it moves from one age group to the next. This trend is 
not continued into the group of 60 and over, where the average increase is only 
about 15 percent over the 45 to 59 group. This also confirms the previous findings 
that net equity value stabilises and starts to decrease after retirement.  
 
Although the descriptive analysis revealed that there was an increasing trend as the 
household head moves between the different age groups, the next step in the 
analysis was to determine whether these differences were statistically significant. To 
determine the statistical significance of the differences, the age factor was analysed 
using an ANOVA test. 
 
The ANOVA indicated that there was a very high significance for age for the four 
groups [F(3,3183)=32.361, p=0.000]. In order to determine the effect of the 
difference, the eta2-value for the variables under review was calculated as follows: 
 
According to Cohen (1988), the following ranges were used to measure the effect 
sizes for the eta2-value: 
 
Small =  0 - 0.0099    
Medium =  0.01 - 0.0588   
Large =  0.0589 - 0.1379 
 
The effect size, calculated using the eta squared, indicated that age had a medium 
effect at 0.030. As the ANOVA revealed that age does have a s ignificant effect on 
household net equity value, post-hoc comparisons, using the Tukey HDS, were 
performed. The results are presented in table 5.4. 
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Table 5.4 ANOVA – Age groups26 
Age group Age groups Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
29 and under 30 to 44 -172 227.239 78439.283 0.125       
45 to 59 -482 230.007 76782.927 0.000*** 
60 and over -582 152.903 77636.453 0.000*** 
30 to 44 29 and under 172 227.239 78439.283 0.125       
45 to 59 -310 002.768 52773.538 0.000*** 
60 and over -409 925.664 54007.845 0.000*** 
45 to 59 29 and under 482 230.007 76782.927 0.000*** 
30 to 44 310 002.768 52773.538 0.000*** 
60 and over -99 922.896 51572.706 0.213      
60 and over 29 and under 582 152.903 77636.453 0.000*** 
30 to 44 409 925.664 54007.845 0.000*** 
45 to 59 99 922.896 51572.706 0.213      
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
It is interesting to note that despite the difference in average value of the net equity 
between the first two age groups this difference was not statistically significant. As 
expected, there were very highly significant differences between the other age 
groups, with the expected exception of the age groups ‘45 to 59’ and ‘60 and over’. 
The age of the household head therefore influences its net equity value, with the 
household net equity value increasing as the household head gets older. 
 
5.3.3 Influence of employment status on household net equity 
 
The literature review found various studies indicating that employment has a positive 
effect on the net equity value of a h ousehold (King & Leape, 1998; Hilber & Liu, 
2008). Figure 5.4 provides the average net equity value of South African households 
per employment status.  
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Figure 5.4 Average net equity per employment status of household head24 
 
Figure 5.4 confirms the expected differences in the average net equity values for the 
different employment statuses. As expected, the net equity value is higher in a 
household where the head is employed compared to a household head that is not 
working (except retired). When comparing the net equity of a retired person versus a 
person still working, the net equity is higher for a r etired person, which is to be 
expected considering the life cycle hypothesis (Ando & Modigliani, 1963). According 
to the life cycle hypothesis (see section 3.2.6) a person accumulates net equity up to 
retirement before starting to dissave.  
 
The net equity for a paid worker is lower than the net equity for a s elf-employed 
person. Hurst and Lusardi (2004) and Magri (2009) found that entrepreneurs require 
a higher level of initial net equity to start an ow n business with initial liquidity 
constraints causing a barrier for paid workers to become self-employed.  
 
The next step in the analytical process was to perform an ANOVA test and post-hoc 
comparisons (using the Tukey HDS test) to determine the statistical significance of 
the differences in the employment status groups.  
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The ANOVA indicated that there was a very high significance of employment status 
for the four groups [F(3,3172)=26.790, p=0.000]. The effect size, calculated using 
the eta squared, indicated that employment status had a medium effect at 0.025. As 
the ANOVA revealed that employment status does have a s ignificant effect on 
household net equity value, post-hoc comparisons, using the Tukey HDS, were 
performed. The results are presented in table 5.5. 
 
Table 5.5 ANOVA – Employment status groups27 
Employment 
status group 
Employment 
status groups 
Mean 
Difference  
Std. Error 
(SE) 
Sig. (p) 
Not working 
 
Paid worker -312 924.981 57813.793 0.000*** 
Self-employed -502 223.386 70464.247 0.000*** 
Retired -550 402.943 66858.059 0.000*** 
Paid worker 
 
Not working 312 924.981 57813.793 0.000*** 
Self-employed -189 298.405 58300.640 0.006*     
Retired -237 477.962 53886.496 0.000*** 
Self-employed 
 
Not working 502 223.386 70464.247 0.000*** 
Paid worker 189 298.405 58300.640 0.006*     
Retired -48 179.556 67279.491 0.891     
Retired 
 
Not working 550 402.943 66858.059 0.000*** 
Paid worker 237 477.962 53886.496 0.000*** 
Self-employed 48 179.556 67279.491 0.891     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
It is evident that employment status, through most of the different employment status 
groups, does significantly influence the net equity value of a household statistically. 
There is a very highly significant difference between all employment status groups 
except for the employment status groups paid worker and self-employed, which were 
only highly significant.  
 
It is interesting to note that there was no significant statistical difference between the 
self-employed and retired groups. The findings confirm that the employment status of 
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the household head greatly impacts on its net equity value, although the differences 
between some groups were not found to be statistically significant. 
 
5.3.4 Influence of family size on household net equity  
 
Dmytro and M aria (2012) found that the number of members in a h ousehold 
influences its net equity. Having fewer or no children increases the net equity value 
of a h ousehold (Keister & Moller, 2000; Scholz & Seshadri, 2007). Figure 5.5 
provides the average net equity value of South African households per family size.  
 
 
Figure 5.5 Average net equity per family size25 
 
An analysis of figure 5.5 indicates that a family consisting of two members has a 
notably higher net equity value compared to the other family sizes. A household of 
one, three, four and five members has approximately the same net equity whilst a 
family size larger than five clearly has the lowest net equity  
 
A possible reason for a two-member household having a higher net equity could be 
that a large portion of them are mature couples whose children have left the 
household so that the two-member household is now close to retirement, for which 
assets have been accumulated. A second reason could be that both spouses or 
partners are working and earning income, with no dependents to take care of. The 
net equity of a larger than five household could be negatively influenced by the 
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financial strain of having such a high number of persons whose survival needs must 
be met, with a s ignificant number of households having only one or two members 
earning an i ncome. The low net equity value can also be attributed to the family 
being dependent on social grants from government, with little left for wealth 
accumulation. 
 
Even though the descriptive analysis revealed differences between the family size 
groups, the next step in the analysis was to determine whether these differences 
were statistically significant. To determine the statistical significance of the 
differences the family size factor was analysed using an ANOVA test. 
 
The ANOVA indicated that there was a very high statistical significance according to 
family size for the six groups [F(5,3101)=11.430, p=0.000]. The effect size, 
calculated using the eta squared, indicated that family size had a medium effect at 
0.018. As the ANOVA revealed that family size does have a s ignificant effect on 
household net equity value, post-hoc comparisons, using the Tukey HDS, were 
performed. The results are presented in table 5.6. 
 
Table 5.6 ANOVA – Family size groups28 
Family size 
group 
Family size groups Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
1 member 
 
2 members -343 559.323 74764.558 0.000*** 
3 members -11 450.679 76594.693 1.000     
4 members -99 372.041 77548.790 0.795     
5 members -54 986.325 85112.016 0.987     
More than 5 members 156 670.082 82396.811 0.401     
2 members 
 
1 member 343 559.323 74764.558 0.000*** 
3 members 332 108.644 64903.242 0.000*** 
4 members 244 187.282 66026.500 0.003**  
5 members 288 572.998 74764.558 0.002**  
More than 5 members 500 229.405 71658.344 0.000*** 
3 members 1 member 11 450.679 76594.693 1.000     
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Family size 
group 
Family size groups Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
3 members 
 
 
2 members -332 108.644 64903.242 0.000*** 
4 members -87 921.362 68091.898 0.790     
5 members -43 535.646 76594.693 0.993     
More than 5 members 168 120.761 73565.795 0.200     
4 members 
 
1 member 99 372.041 77548.790 0.795     
2 members -244 187.282 66026.500 0.003**  
3 members 87 921.362 68091.898 0.790     
5 members 44 385.716 77548.790 0.993     
More than 5 members 256 042.123 74558.662 0.008**  
5 members 
 
1 member 54 986.325 85112.016 0.987     
2 members -288 572.998 74764.558 0.002**  
3 members 43 535.646 76594.693 0.993     
4 members -44 385.716 77548.790 0.993     
More than 5 members 211 656.407 82396.811 0.105     
More than 5 
members 
 
1 member -156 670.082 82396.811 0.401     
2 members -500 229.405 71658.344 0.000*** 
3 members -168 120.761 73565.795 0.200     
4 members -256 042.123 74558.662 0.008**  
5 members -211 656.407 82396.811 0.105     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
It is evident that the different family sizes do not always have a statistically significant 
influence on the net equity value of a ho usehold. There were highly significant 
differences between a household consisting of two members and all the other family 
groups. There was also a highly significant difference between a household 
consisting of four members or five members as well as for a household consisting of 
four members and a household of more than five members.  
 
Interestingly, there was no significant difference between any of the other family 
sizes. As explained above, the life stage of households with two members could 
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explain their significantly higher equity values when compared to other households. 
The family size of a household impacts on its net equity value, with the net equity 
value being the highest for a two-member family size. 
 
5.3.5 Influence of marital status on household net equity  
 
Various studies have found that marital status influences a household’s net equity, 
with households that are either married or widowed having a higher net equity than 
households that are single or divorced (Keister & Moller, 2000; Charles & Hurst, 
2001; Wilmoth & Koso, 2002; Gale & Penc, 2006; Schmidt & Sevak, 2006; Chowa & 
Ansong, 2009; Van Rooij, Lusardi, & Alessie, 2011; Addoum, 2012). Figure 5.6 
provides the average net equity value of South African households per marital 
status.  
 
 
Figure 5.6 Average net equity per marital status of household head26 
 
As is evidenced from figure 5.6, being married or living together as partners clearly 
leads to a greater average net equity compared to either being single or previously 
married. This corresponds to studies that have found that married couples have 
statistically higher net equity than single-headed households (Semyonov and Lewin-
Epstein, 2013). Figure 5.6 confirms the expectation that never married/ single-
headed households will have the lowest net equity as the majority of never married/ 
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single persons probably fall into the young adult category, starting out with 
employment and asset accumulation. The difference in net equity between married 
couples/ living together as partners and previously married/ now single is also to be 
expected, as previous studies have found that being divorced reduces net equity 
compared to staying married (Wilmoth & Koso, 2002). 
 
The described differences were subsequently tested to establish whether they were 
statistically significant. The ANOVA indicated that there was a very high statistical 
significance for marital status for the three groups [F(2,3195)=41.080, p=0.000]. The 
effect size, calculated using the eta squared, indicated that marital status had a 
medium effect at 0.025. As the ANOVA revealed that marital status does have a 
significant effect on household net equity value, post-hoc comparisons, using the 
Tukey HDS, were performed. The results are presented in table 5.7. 
 
Table 5.7 ANOVA – Marital status groups29 
Marital status 
group 
Marital status 
groups 
Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
Never married 
and single 
 
Married or living 
together as partners 
-471 990.500 54439.813 0.000*** 
Widowed, separated 
or divorced 
-228 456.563 64221.699 0.001**  
Married or 
living together 
as partners 
 
Never married and 
single 
471 990.500 54439.813 0.000*** 
Widowed, separated 
or divorced 
243 533.937 50862.887 0.000*** 
Widowed, 
separated or 
divorced 
 
Never married and 
single 
228 456.563 64221.699 0.001**  
Married or living 
together as partners 
-243 533.937 50862.887 0.000*** 
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
Table 5.7 provides clear evidence that difference in marital status does significantly 
influence the net equity value of a household statistically. There was a very highly 
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significant difference between Married or living together as partners and the two 
other groups, Never married and single and Widowed, separated or divorced. There 
was also a hi ghly significant difference between the marital status group Never 
married and single and Widowed, separated or divorced. The martial status of the 
head of the household does influence the net equity value of the household, with the 
net equity value being the highest if the household head is married. 
 
5.3.6 Influence of gender on household net equity  
 
A person’s gender has been identified as having an influence on their net equity, with 
men having a higher net equity compared to women (Hartog & Oosterbeek, 1998; 
Behrman et al., 2010; Van Rooij, Lusardi, & Alessie, 2011; Hira, Sabri, & Loibl, 
2013). Figure 5.7 provides the average net equity value of South African households 
per gender.  
 
 
Figure 5.7 Average net equity per household head gender27 
 
The results presented in figure 5.7 revealed that compared to women-headed 
households, households with a male household head on average have almost two-
thirds higher net equity values than their counterparts. Even though the descriptive 
analysis revealed expected differences between gender groups, the statistical 
significance of the difference must be es tablished. To determine the statistical 
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significance of the differences of the gender variable, a t-test of the two groups (male 
and female) was performed. 
 
The t-test indicated that there was a very high statistical significance for gender for 
the two groups [t(1,3211)=33.528, p=0.000]. In accordance with Cohen (1988), the 
following ranges were used to measure the effect sizes for a t-test: 
 
Small:  0.00 – 0.20 
Medium:  0.21 – 0.50 
Large:  0.51 – 0.80 
 
The effect size, calculated using eta squared, indicated a small effect at 0.010. The 
gender of the household head statistically affects the household net equity value, but 
it only has a small effect. 
 
5.3.7 Influence of occupation on household net equity  
 
Studies investigating the relationship between occupation and net equity (Crystal, 
Shea, & Krishnaswami, 1992; Yadollahi et al., 2009; Pfeffer & Hällsten, 2012) have 
found that occupations had an effect on a household’s net equity. Figure 5.8 
provides the average net equity value of South African households per occupation.  
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Figure 5.8 Average net equity per household head occupation28 
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From figure 5.8 it is evident that the occupations resulting in the highest net equity 
are Managers and Professionals. This was predictable, as these positions normally 
require a hi gher education level, which traditionally leads to a hi gher income 
potential and wealth accumulation (Scheepers, 2013). This trend was further 
confirmed with occupations requiring skilled and educated workers ranked third and 
fourth respectively, namely Technicians and Associate Professionals and Skilled 
Agricultural, Forestry, Fishery, Craft and Related Trades Workers. Next in line was 
the group Service and Sales Workers, which contains occupations like police 
officers, military personnel and retail employees. As expected, the occupations 
leading to the lowest net equity levels are Plant and Machine Operators, and 
Assemblers, Clerical Support Workers and Elementary occupations, which are the 
typical low-skilled or non-skilled occupations with lower pay (and lower rates of asset 
accumulation) compared to the other occupations.  
 
It is interesting to note that the highest net equity occupation, Managers, has a net 
equity value of four and half times higher than that of the Elementary occupations 
and almost three times higher than that of Clerical Support Workers. The differences 
between the occupation groups found in the descriptive analysis were subsequently 
statistically analysed (ANOVA test) to determine whether they were statistically 
significant. 
 
The ANOVA indicated that there was a v ery high statistical significance for 
occupation for the nine groups [F(7,1873)=16.407, p=0.000]. The effect size, 
calculated using the eta squared, indicated that occupation had a medium effect at 
0.058. As the ANOVA revealed that occupation does have a s ignificant effect on 
household net equity value, post-hoc comparisons, using the Tukey HDS, were 
performed. The results are presented in table 5.8. For the purpose of simplifying the 
presentation of the results, the following terms are used below: 
• Skilled workers refer to Skilled Agricultural, Forestry, Fishery, Craft and 
Related Trades Workers; 
• Clerical Workers refer to Clerical Support Workers; and 
• Operators refer to Plant and Machine Operators, and Assemblers. 
 
110 
 
Table 5.8 ANOVA – Occupation30 
Occupation 
group 
Occupation groups Mean 
Difference  
Std. Error 
(SE) 
Sig. (p) 
Managers 
 
Professionals 5 443.218 109235.851 1.000     
Technicians and Associate 
Professionals 
440 717.714 97105.206 0.000*** 
Clerical Workers 765 827.157 128395.435 0.000*** 
Service and S ales 
Workers 
631 931.608 105317.332 0.000*** 
Skilled Workers 531 092.384 98809.604 0.000*** 
Operators 664 700.748 111732.983 0.000*** 
Elementary occupations 855 127.471 108321.831 0.000*** 
Professionals 
 
Managers -5 443.218 109235.851 1.000     
Technicians and Associate 
Professionals 
435 274.496 107467.024 0.001**  
Clerical Workers 760 383.938 136400.616 0.000*** 
Service and S ales 
Workers 
626 488.390 114941.206 0.000*** 
Skilled Workers 525 649.165 109009.532 0.000*** 
Operators 659 257.530 120847.010 0.000*** 
Elementary occupations 849 684.253 117700.295 0.000*** 
Technicians 
and Associate 
Professionals 
 
Managers -440 717.714 97105.206 0.000*** 
Professionals -435 274.496 107467.024 0.001**  
Clerical Workers 325 109.443 126893.963 0.171     
Service and S ales 
Workers 
191 213.894 103481.548 0.587     
Skilled Workers 90 374.670 96850.545 0.983     
Operators 223 983.034 110004.317 0.458     
Elementary occupations 414 409.757 106537.830 0.003**  
Clerical 
Workers 
 
Managers -765 827.157 128395.435 0.000*** 
Professionals -760 383.938 136400.616 0.000*** 
Technicians and Associate -325 109.443 126893.963 0.171     
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Occupation 
group 
Occupation groups Mean 
Difference  
Std. Error 
(SE) 
Sig. (p) 
Clerical 
Workers 
 
Professionals 
Service and S ales 
Workers 
-133 895.549 133283.147 0.974     
Skilled Workers -234 734.773 128202.943 0.599     
Operators -101 126.409 138408.513 0.996     
Elementary occupations 89 300.314 135669.731 0.998     
Service and 
Sales Workers 
 
Managers -631 931.608 105317.332 0.000*** 
Professionals -626 488.390 114941.206 0.000*** 
Technicians and Associate 
Professionals 
-191 213.894 103481.548 0.587     
Clerical Workers 133 895.549 133283.147 0.974     
Skilled Workers -100 839.224 105082.575 0.980     
Operators 32 769.140 117316.961 1.000     
Elementary occupations 223 195.863 114072.910 0.512     
Skilled 
Workers 
 
Managers -531 092.384 98809.604 0.000*** 
Professionals -525 649.165 109009.532 0.000*** 
Technicians and Associate 
Professionals 
-90 374.670 96850.545 0.983     
Clerical Workers 234 734.773 128202.943 0.599     
Service and S ales 
Workers 
100 839.224 105082.575 0.980     
Operators 133 608.364 111511.733 0.933     
Elementary occupations 324 035.087 108093.599 0.056     
Operators 
 
Managers -664 700.748 111732.983 0.000*** 
Professionals -659 257.530 120847.010 0.000*** 
Technicians and Associate 
Professionals 
-223 983.034 110004.317 0.458     
Clerical Workers 101 126.409 138408.513 0.996     
Service and S ales 
Workers 
-32 769.140 117316.961 1.000     
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Occupation 
group 
Occupation groups Mean 
Difference  
Std. Error 
(SE) 
Sig. (p) 
Skilled Workers -133 608.364 111511.733 0.933     
Elementary occupations 190 426.723 120021.447 0.759     
Elementary 
occupations 
 
Managers -855 127.471 108321.831 0.000*** 
Professionals -849 684.253 117700.295 0.000*** 
Technicians and Associate 
Professionals 
-414 409.757 106537.830 0.003**  
Clerical Workers -89 300.314 135669.731 0.998     
Service and S ales 
Workers 
-223 195.863 114072.910 0.512     
Skilled Workers -324 035.087 108093.599 0.056     
Operators -190 426.723 120021.447 0.759     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
From table 5.8 above, it is evident that different occupations of the household head 
statistically influence the net equity value of a household significantly in some cases. 
There is a very highly significant difference between the occupation group Managers 
and all the other groups, except for the occupation group Professionals. There is 
also a very highly significant difference between the occupation group Professionals 
and all the other groups except Managers and Technicians and Associate 
Professionals.  
 
There is a highly significant difference between the occupation group Professionals 
and the group Technicians and Associate Professionals as well as for the occupation 
group Technicians and Associate Professionals and the group Elementary 
occupations. There are other statistical differences between some of the remaining 
groups. The results clearly confirm that occupation does have an influence on the 
net equity value of households. 
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5.3.8 Influence of education level on household net equity 
 
Studies by amongst others Gale and Penc (2006), Schmidt and Sevak (2006) and 
Hira, Sabri, and Loibl (2013) found that a person’s education level has an important 
influence on t heir net equity, with a hi gher education level leading to a hi gher net 
equity. Figure 5.9 provides the average net equity value of South African households 
per education level.  
 
 
Figure 5.9 Average net equity per education level29 
 
It is clearly evident from a visual inspection of figure 5.9 that the education level 
impacts significantly on the net equity value. The results in figure 5.9 are predictable, 
with a higher education level progressively leading to a higher level of net equity. It is 
interesting to note that as the education level increases from the lowest group No 
schooling / Primary school, the net equity value increases by between 63 percent 
and 99 percent per subsequent education level up to the highest level of Diploma / 
Degree / Post-graduate degree. This indicates that it is beneficial to obtain the 
highest possible qualification in order to maximise net equity value.  
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Even though the descriptive analysis revealed expected differences between the 
education level groups with a higher education level resulting in higher net equity, 
the next step in the analysis was to determine whether these differences were 
statistically significant. To determine the statistical significance of the differences, the 
education level factor was analysed using an ANOVA test. 
 
The ANOVA indicated that there was a very high statistical significance for education 
level for the seven groups [F(3,3172)=70.559, p=0.000]. The effect size, calculated 
using the eta squared, indicated that education level had a large effect at 0.063, 
clearly indicating the importance of education for a household’s net equity value. As 
the ANOVA revealed that education level does have a s ignificant effect on 
household net equity value, post-hoc comparisons, using the Tukey HDS, were 
performed. The results are presented in table 5.9.  
 
Table 5.9 ANOVA – Education level groups31 
Education 
level group 
Education level groups Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
No schooling / 
Primary 
Grade 10 or less -175 725.632 61903.087 0.024*    
Grade 12 -440 180.399 60372.229 0.000*** 
Diploma / Degree / Post-
graduate 
-828 859.619 63401.490 0.000*** 
Grade 10 or 
less 
No schooling / Primary 175 725.632 61903.087 0.024*    
Grade 12 -264 456.767 53074.694 0.000*** 
Diploma / Degree / Post-
graduate 
-653 134.987 56496.603 0.000*** 
Grade 12 No schooling / Primary 440 180.399 60372.229 0.000*** 
Grade 10 or less 264 456.767 53074.694 0.000*** 
Diploma / Degree / Post-
graduate 
-388 678.220 54814.961 0.000*** 
Diploma / 
Degree / Post-
graduate 
No schooling / Primary 828 859.619 63401.490 0.000*** 
Grade 10 or less 653 134.987 56496.603 0.000*** 
Grade 12 388 678.220 54814.961 0.000*** 
* p<0.05 significant; ** p<0.01 highly significant; *** p<0.001 very highly significant 
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The results in table 5.9 clearly indicate that different education levels have a 
statistically significant influence on the net equity value of a household. There are 
very highly significant differences between all the education level groups except for 
the difference between No schooling / Primary and Grade 10 or less, which is highly 
significant. The education level of the head of the household clearly impacts on the 
net equity value of the household. 
 
5.3.9 Influence of income level on household net equity 
 
The literature review in chapter 3 i dentified numerous studies that found that a 
household’s income earning ability has a direct effect on its ability to accumulate net 
equity (Keister, 2004; Schmidt & Sevak, 2006; Van Rooij, Lusardi, & Alessie, 2011; 
Hira, Sabri, & Loibl, 2013; Semyonov & Lewin-Epstein, 2013). Figure 5.10 provides 
the average net equity value of South African households per income level.  
 
 
Figure 5.10 Average net equity per income level30 
 
It is evident from an inspection of figure 5.10 that income level greatly affects the net 
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income levels increase. Surprisingly, the R1 400 – R2 499 group has a slightly 
higher net equity value than the next group, R2 500 – R4 999. However, the 
difference in net equity value is small at only R5 358.  
 
The increasing trend in figure 5.10 corresponds to the literature, namely that a higher 
income leads to a higher net equity value. The average net equity value increases by 
38 percent to 54 percent for each group from the R2 500 – R4 999 group onwards. 
This may indicate that there is progressively more income available to accumulate 
assets and obtain access to debt. It is evident that as a person is able to increase 
their earnings (and if employed in a position with earnings growth potential), the net 
equity value also increases. 
 
The ANOVA used to evaluate the statistical significance of the differences found that 
there was a very high statistical significance for income level for the seven groups 
[F(6,2657)=40.835, p=0.000]. The effect size, calculated using the eta squared, 
indicated that income level had a large effect at 0.084, clearly demonstrating the 
importance of income level for a household’s net equity value. As the ANOVA 
revealed that income level does have a s ignificant effect on household net equity 
value, post-hoc comparisons, using the Tukey HDS, were performed. The results are 
presented in table 5.10. 
 
Table 5.10 ANOVA – Income level groups32 
Income level 
group 
Income level 
groups 
Mean 
Difference  
Std. Error 
(SE) 
Sig. (p) 
Less than R1 399 R1 400 - R2 499 -15 699.857 81655.651 1.000    
R2 500 - R4 999 -10 342.648 79928.572 1.000 
R5 000 - R7 999 -98 100.335 86655.502 0.918 
R8 000 - 10 999 -235 717.338 93370.457 0.151 
R11 000 - R19 999 -464 793.879 86727.676 0.000*** 
R20 000 or more -834 669.856 74608.451 0.000*** 
R1 400 - R2 499 
 
 
Less than R1 399 15 699.857 81655.651 1.000 
R2 500 - R4 999 5 357.210 76462.354 1.000 
R5 000 - R7 999 -82 400.478 83469.102 0.957 
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Income level 
group 
Income level 
groups 
Mean 
Difference  
Std. Error 
(SE) 
Sig. (p) 
R1 400 - R2 499 R8 000 - 10 999 -220 017.481 90421.000 0.185 
R11 000 - R19 999 -449 094.021 83544.029 0.000*** 
R20 000 or more -818 969.999 70882.551 0.000*** 
R2 500 - R4 999 Less than R1 399 10 342.648 79928.572 1.000 
R1 400 - R2 499 -5 357.210 76462.354 1.000 
R5 000 - R7 999 -87 757.688 81780.329 0.936 
R8 000 - 10 999 -225 374.690 88864.438 0.147 
R11 000 - R19 999 -454 451.231 81856.802 0.000*** 
R20 000 or more -824 327.209 68885.900 0.000*** 
R5 000 - R7 999 Less than R1 399 98 100.335 86655.502 0.918 
R1 400 - R2 499 82 400.478 83469.102 0.957 
R2 500 - R4 999 87 757.688 81780.329 0.936 
R8 000 - 10 999 -137 617.003 94960.454 0.775 
R11 000 - R19 999 -366 693.544 88437.184 0.001** 
R20 000 or more -736 569.521 76588.946 0.000*** 
R8 000 - 10 999 Less than R1 399 235 717.338 93370.457 0.151 
R1 400 - R2 499 220 017.481 90421.000 0.185 
R2 500 - R4 999 225 374.690 88864.438 0.147 
R5 000 - R7 999 137 617.003 94960.454 0.775 
R11 000 - R19 999 -229 076.541 95026.321 0.194 
R20 000 or more -598 952.519 84111.431 0.000*** 
R11 000 - 
R19 999 
Less than R1 399 464 793.879 86727.676 0.000*** 
R1 400 - R2 499 449 094.021 83544.029 0.000*** 
R2 500 - R4 999 454 451.231 81856.802 0.000*** 
R5 000 - R7 999 366 693.544 88437.184 0.001** 
R8 000 - 10 999 229 076.541 95026.321 0.194 
R20 000 or more -369 875.978 76670.597 0.000*** 
R20 000 or more 
 
 
Less than R1 399 834 669.856 74608.451 0.000*** 
R1 400 - R2 499 818 969.999 70882.551 0.000*** 
R2 500 - R4 999 824 327.209 68885.900 0.000*** 
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Income level 
group 
Income level 
groups 
Mean 
Difference  
Std. Error 
(SE) 
Sig. (p) 
R20 000 or more R5 000 - R7 999 736 569.521 76588.946 0.000*** 
R8 000 - 10 999 598 952.519 84111.431 0.000*** 
R11 000 - R19 999 369 875.978 76670.597 0.000*** 
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
From the results in table 5.10, it is evident that some of the different income level 
groups have a statistically significant influence on the net equity value of a 
household. Not only is there a very highly significant difference between the income 
level group R20 000 or more and all the other groups, but the R11 000 – R19 999 
group is also very highly significantly different from the other groups, except for the 
R5 000 – R7 999 and R8 000 – R10 999 groups. The difference between the 
R11 000 – R19 999 group and the R5 000 – R7 999 group is highly significant. The 
total monthly income level of the household affects the net equity value of the 
household for some of the income levels, with higher income levels leading to higher 
net equity values. 
 
5.3.10 Influence of province on household net equity 
 
In a study by Dua-Agyeman (2005) in South Africa, it was found that the province in 
which a household resides influences its net equity value. Figure 5.11 provides the 
average net equity value of South African households per province.  
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Figure 5.11 Average net equity per the household head’s province31 
 
Figure 5.11 indicates that there was a difference in net equity between the provinces. 
The Western Cape has the highest net equity whilst KwaZulu Natal has the lowest, 
with their households having only 59 percent of the comparable net equity of the 
Western Cape. It is interesting to note that Gauteng has only the fourth highest net 
equity per household despite being the province in which households receive in total 
R562 billion, more than twice the total amount of income compared to the next best 
province (KwaZulu Natal - R268 billion) (Venter, De Clerq, Swanepoel, Posthumus, 
Doussy & Heyns, 2010). Gauteng’s population covers the entire spectrum from the 
very wealthy to the very poor. The Western Cape, despite not having the highest 
total income, has fewer poor households in relation to the other provinces in South 
Africa.  
 
The noted differences between the provinces were statistically analysed to 
determine if these differences were significant. To determine the statistical 
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significance of the differences the province groups were analysed using an ANOVA 
test. 
 
The ANOVA indicated that there was a statistically significant difference for province 
for the nine groups [F(8,3206)=2.356, p=0.016]. The effect size, calculated using the 
eta squared, showed that province had a low effect at 0.006, clearly indicating that 
province is not that important in determining a household’s net equity value. As the 
ANOVA revealed that province does have a s ignificant effect on household net 
equity value, post-hoc comparisons, using the Tukey HDS, were performed. The 
results are presented in table 5.11. 
 
Table 5.11 ANOVA – Province33 
Province group Province 
groups 
Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
Eastern Cape 
 
Free State -119 831.620 88597.789 0.915     
Gauteng -82 065.896 86628.768 0.990     
KwaZulu Natal 59 537.888 85393.027 0.999     
Limpopo 34 794.542 94611.951 1.000     
Mpumalanga -81 992.406 89145.290 0.992     
Northern Cape -26 260.551 88597.789 1.000     
North West -106 871.158 93799.713 0.968     
Western Cape -238 209.119 85393.027 0.119     
Free State 
 
Eastern Cape 119 831.620 88597.789 0.915     
Gauteng 37 765.724 85120.614 1.000     
KwaZulu Natal 179 369.508 83862.653 0.447     
Limpopo 154 626.162 93233.024 0.772     
Mpumalanga 37 839.214 87680.433 1.000     
Northern Cape 93 571.069 87123.726 0.978     
North West 12 960.462 92408.666 1.000     
Western Cape -118 377.499 83862.653 0.894     
Gauteng 
 
Eastern Cape 82 065.896 86628.768 0.990     
Free State -37 765.724 85120.614 1.000     
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Province group Province 
groups 
Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
Gauteng 
 
 
KwaZulu Natal 141 603.784 81779.703 0.727     
Limpopo 116 860.438 91363.954 0.938     
Mpumalanga 73.490 85690.336 1.000     
Northern Cape 55 805.345 85120.614 0.999     
North West -24 805.262 90522.577 1.000     
Western Cape -156 143.223 81779.703 0.607     
KwaZulu Natal 
 
Eastern Cape -59 537.888 85393.027 0.999     
Free State -179 369.508 83862.653 0.447     
Gauteng -141 603.784 81779.703 0.727     
Limpopo -24 743.346 90193.113 1.000     
Mpumalanga -141 530.294 84440.862 0.761     
Northern Cape -85 798.439 83862.653 0.984     
North West -166 409.047 89340.710 0.640     
Western Cape -297 747.007 80469.530 0.007**  
Limpopo 
 
Eastern Cape -34 794.542 94611.951 1.000     
Free State -154 626.162 93233.024 0.772     
Gauteng -116 860.438 91363.954 0.938     
KwaZulu Natal 24 743.346 90193.113 1.000     
Mpumalanga -116 786.948 93753.461 0.946     
Northern Cape -61 055.093 93233.024 0.999     
North West -141 665.700 98189.688 0.881     
Western Cape -273 003.661 90193.113 0.063     
Mpumalanga 
 
Eastern Cape 81 992.406 89145.290 0.992     
Free State -37 839.214 87680.433 1.000     
Gauteng -73.490 85690.336 1.000     
KwaZulu Natal 141 530.294 84440.862 0.761     
Limpopo 116 786.948 93753.461 0.946     
Northern Cape 55 731.854 87680.433 0.999     
North West -24 878.753 92933.720 1.000     
Western Cape -156 216.713 84440.862 0.648     
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Province group Province 
groups 
Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
Northern Cape 
 
Eastern Cape 26 260.551 88597.789 1.000     
Free State -93 571.069 87123.726 0.978     
Gauteng -55 805.345 85120.614 0.999     
KwaZulu Natal 85 798.439 83862.653 0.984     
Limpopo 61 055.093 93233.024 0.999     
Mpumalanga -55 731.854 87680.433 0.999     
North West -80 610.607 92408.666 0.994     
Western Cape -211 948.568 83862.653 0.219     
North West 
 
Eastern Cape 106 871.158 93799.713 0.968     
Free State -12 960.462 92408.666 1.000     
Gauteng 24 805.262 90522.577 1.000     
KwaZulu Natal 166 409.047 89340.710 0.640     
Limpopo 141 665.700 98189.688 0.881     
Mpumalanga 24 878.753 92933.720 1.000     
Northern Cape 80 610.607 92408.666 0.994     
Western Cape -131 337.960 89340.710 0.869     
Western Cape 
 
Eastern Cape 238 209.119 85393.027 0.119     
Free State 118 377.499 83862.653 0.894     
Gauteng 156 143.223 81779.703 0.607     
KwaZulu Natal 2977 47.007* 80469.530 0.007**  
Limpopo 273 003.661 90193.113 0.063     
Mpumalanga 156 216.713 84440.862 0.648     
Northern Cape 211 948.568 83862.653 0.219     
North West 131 337.960 89340.710 0.869     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
It is evident that residing in any one of the different provinces generally does not 
have a statistically significant influence on the net equity value of a household. In 
only one case is there a highly significant difference, namely between the KwaZulu 
Natal province and the Western Cape province. Despite the differences in net equity 
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values between all the provinces in figure 5.11, the lack of statistically significant 
influences on the net equity value of a household between the provinces indicates 
the majority of households in the provinces had similar net equity values. Residing in 
a different province therefore does not greatly affect the net equity value of a 
household. 
 
5.3.11 Influence of area distribution on household net equity 
 
Various studies have found that the area in which a household resides influences a 
household’s net equity value (Dua-Agyeman, 2005; Leibbrandt et al., 2010). Figure 
5.12 provides the average net equity value of South African households per area 
distribution.  
 
 
Figure 5.12 Average net equity per the household head’s area distribution32 
 
Figure 5.12 clearly shows that a ho usehold residing in a r ural area has a notably 
lower net equity value compared to a household in a metro or non-metro area. This 
might be c aused by the type and number of occupations varying in the different 
areas, with farming operations forming the main industry in the rural areas (South 
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Africa. National Planning Commision, 2012). These differences were analysed using 
an ANOVA test to determine their statistical significance. 
 
The ANOVA indicated that there was a v ery high statistical significance for area 
distribution for the three groups [F(2,3193)=35.647, p=0.000]. The effect size, 
calculated using the eta squared, indicated that area distribution had a medium 
effect at 0.022. As the ANOVA revealed that area distribution does have a significant 
effect on household net equity value, post-hoc comparisons, using the Tukey HDS, 
were performed. The results are presented in table 5.12. 
 
Table 5.12 ANOVA – Area distribution groups34 
Area 
distribution 
group 
Area distribution 
groups 
Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
Metro 
 
Non-metro 82 068.280 48853.539 0.213     
Rural 4939 45.660 62554.091 0.000*** 
Non-metro 
 
Metro -82 068.280 48853.539 0.213     
Rural 4118 77.380 55146.519 0.000*** 
Rural 
 
Metro -4939 45.660 62554.091 0.000*** 
Non-metro -4118 77.380 55146.519 0.000*** 
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
There is a very highly significant difference between Rural and all other area 
distribution groups. The area in which a household resides greatly influences its net 
equity value, with a household in a rural area having a significantly lower net equity 
value compared to the other two areas.  
 
5.3.12 Influence of ethnicity on household net equity 
 
Various local and international studies have found that race and ethnicity have a 
significant influence on wealth and wealth inequality (Carter & May, 1998; Juster, 
Smith & Stafford, 1999; Warren & Britton, 2003; Keister, 2004; Lusardi & Mitchell, 
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2007; Leibbrandt et al., 2010). Figure 5.13 provides the average net equity value of 
South African households per ethnicity.  
 
 
Figure 5.13 Average net equity per household head ethnicity33 
 
The information in figure 5.13 corresponds to the findings of the various local and 
international studies, namely that ethnicity influences the net equity value of a 
household. Despite being the majority ethnicity in South Africa, the Black ethnicity 
has the lowest net equity value of all the groups. Even though the descriptive 
analysis found differences between the ethnicity groups, the next analysis to 
determine whether these differences were statistically significant was done through 
an ANOVA test. 
 
The ANOVA indicated that there was a very high statistical significance for ethnicity 
for the five groups [F(3,3195)=84.568, p=0.000]. The effect size, calculated using the 
eta squared, indicated that ethnicity had a large effect at 0.074, clearly indicating the 
importance of ethnicity on a household’s net equity value. As the ANOVA revealed 
that ethnicity does have a significant effect on household net equity value, post-hoc 
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comparisons, using the Tukey HDS, were performed. The results are presented in 
table 5.13. 
 
Table 5.13 ANOVA – Ethnicity groups35 
Ethnicity 
group 
Ethnicity groups Mean 
Difference 
Std. Error 
(SE) 
Sig. (p) 
Black 
 
Indian / Asian / Other -348 483.411 59511.566 0.000*** 
Coloured -200 593.348 54069.127 0.001**  
White -807 418.865 51521.466 0.000*** 
Indian / Asian / 
Other 
 
Black 348 483.411 59511.566 0.000*** 
Coloured 147 890.063 65301.065 0.107     
White -458 935.454 63207.753 0.000*** 
Coloured 
 
Black 200 593.348 54069.127 0.001**  
Indian / Asian / Other -147 890.063 65301.065 0.107     
White -606 825.517 58112.512 0.000*** 
White 
 
Black 807 418.865 51521.466 0.000*** 
Indian / Asian / Other 458 935.454 63207.753 0.000*** 
Coloured 606 825.517 58112.512 0.000*** 
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
There is a very highly significant difference between the group White and three other 
groups, namely Black, Indian / Asian / Other and Coloured. There is a very highly 
significant difference between the group Black and the group Indian / Asian / Other 
and a highly significant difference between the group Black and the group Coloured. 
Being of White ethnicity greatly enhances a household’s net equity value whilst the 
group Black has the lowest net equity value. It is clear from the statistical results that 
the ethnicity of the head of the household impacts on t he net equity value of the 
household. 
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5.3.13 Influence of transfers received on household net equity 
 
International studies have found that receiving transfers influences a household’s net 
equity value (Charles & Hurst, 2001; Schmidt & Sevak, 2006; Semyonov & Lewin-
Epstein, 2013). Figure 5.14 provides the average net equity value of South African 
households based on whether transfers are received.  
 
 
Figure 5.14 Average net equity per transfers received34 
 
Contrary to expectation, the results in figure 5.14 indicate that receiving transfers 
does not appear to impact positively on a household’s net equity value compared to 
households that receive no t ransfers, as the difference in net equity value is only 
R62.  
 
Even though the descriptive analysis revealed similar results for the groups, they 
were tested inferentially to determine if any outliers had an effect on the descriptive 
analysis. To determine the statistical significance of the differences the transfers 
received group was analysed using a t-test. 
 
The t-test indicated that there is no statistically significant difference for transfers 
received for the two groups [t(1,2150)=0.000, p=0.999]. 
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5.3.14 Conclusion 
 
This section determined whether each of the factors (independent variables) 
included in the heuristic model had a s ignificant influence on the household net 
equity (dependent variable = household assets less household liabilities).  
 
The statistical significance of the different independent variables included in the 
heuristic model (see chapter 3) was tested in sections 5.3.2 to 5.3.13. The analysis 
of variances conducted on the independent variables is summarised in table 5.14. 
 
Table 5.14 Summary of the effect of each variable on net equity values36 
Variables F / t p-value Eta2 Eta2  effect 
Age  32.361 0.000 0.030 Medium 
Employment status  26.790 0.000 0.025 Medium 
Family size  11.430 0.000 0.018 Medium 
Marital status  41.080 0.000 0.025 Medium 
Gender  33.528 0.000 0.010 Low 
Occupation  16.407 0.000 0.058 Medium 
Education level   70.559 0.000 0.063 Large 
Income level  40.835 0.000 0.084 Large 
Province  2.356 0.016 0.006 Low 
Area distribution  35.647 0.000 0.022 Medium 
Ethnicity  84.568 0.000 0.074 Large 
Transfers received  0.000 0.999 0.000 None 
 
The second phase of the process of analysis revealed that transfers received did not 
have a s ignificant influence on t he net equity values and they were therefore not 
included in the remainder of the analysis.  
 
To determine if any factors included in the heuristic model effectively explained the 
same effect, Pearson correlation analysis was performed as a test for covariance 
(see section 5.4).  
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5.4 COVARIANCE TEST 
 
To determine whether any covariance exists between the independent variables 
included in the heuristic model, a Pearson correlation analysis was performed (Kent 
State University, 2015). The results of the Pearson correlation analysis performed for 
the current study are provided in table 5.15. 
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Table 5.15 Covariance37 
 
 
 
Age 
 
 
Employ-
ment 
status 
Family 
size 
 
Marital 
status 
 
Gender 
 
 
Occupa-
tion 
 
Education 
level 
 
Income 
level 
 
Province 
 
 
Area 
distribu-
tion 
Ethnicity 
 
 
Age 1.000 0.431 -0.044 0.404 0.075 -0.030 -0.166 -0.117 -0.011 -0.102 0.222 
Employment status   1.000 -0.183 0.208 -0.103 -0.108 0.096 0.017 -0.031 -0.184 0.279 
Family size    1.000 0.005 -0.052 0.103 -0.212 0.038 0.040 0.142 -0.261 
Marital status     1.000 0.196 -0.040 -0.085 -0.012 -0.009 -0.105 0.162 
Gender      1.000 0.048 -0.190 -0.274 -0.011 0.109 -0.130 
Occupation       1.000 -0.421 -0.354 0.072 0.172 -0.234 
Education level        1.000 0.412 0.004 -0.278 0.321 
Income level         1.000 0.051 -0.134 0.210 
Province          1.000 0.182 0.079 
Area distribution           1.000 -0.336 
Ethnicity            1.000 
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According to Andrews University (2005), the following scale must be us ed when 
measuring the strength of a correlation between two variables for both a positive and 
negative correlation. This scale was used as a guideline to determine to what extent 
the independent variables in table 5.15 were correlated and should therefore be 
excluded from the Binary Logistic Regression model: 
 
•          | r | < 0.3  little to no correlation 
• 0.3 < | r | < 0.5  low correlation 
• 0.5 < | r | < 0.7  moderate correlation 
• 0.7 < | r | < 0.9  high correlation 
• 0.9 < | r | < 1.0  very high correlation 
 
The majority of the variable groups (48 out of 55 variable groups) had little to no 
correlation. Table 5.16 revealed the following variables had a low correlation: 
 
Table 5.16 Independent variables correlation38 
Variable 1 Variable 2 Pearson Correlation 
Age Employment status  0.431 
Age Marital status  0.404 
Occupation Education level -0.421 
Occupation Income level -0.354 
Education level Ethnicity  0.412 
Education level Income level  0.321 
Area distribution Ethnicity -0.336 
 
As none of the variable groups had a moderate or high correlation, none of the 
variables was excluded from the next step of the analysis due to its covariance. 
 
The final section of the statistical analysis process was the development of a logistic 
regression model to evaluate the effect of each dependent variable on the net equity 
group into which a household was classified (see section 5.5). 
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5.5 MODEL TO EVALUATE THE EFFECT OF VARIABLES ON NET 
EQUITY VALUES 
 
5.5.1 Introduction 
 
The first two phases of the statistical analysis process considered which selected 
factors significantly influence a household’s net equity value. This section sets out 
the procedures followed in the last phase to determine the variables that most 
significantly influence household net equity values using a Binary Logistic 
Regression model. This analysis was performed by dividing the dataset into two 
groups based on t he net equity value of the household. Figure 5.15 provides the 
adapted heuristic model containing the variables that were considered in the model. 
 
 
Figure 5.15 Heuristic model: Selected factors influencing household net equity 
(South African households)35 
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In order to divide households into two groups for the purposes of the model, a 
median household net equity value was used. The Household Wealth division of the 
Bureau for Market Research at Unisa has developed an econometric model to 
determine the net equity value distribution of the South African household sector. 
Based on the results of the model, median household net equity value for South 
Africa for the purposes of this study was determined to be R75 527.19.  
 
The two groups into which the dataset was divided by using the median household 
net equity value was households below the average net equity value of R75 527.19 
(below average group) and households above the average net equity of R75 527.19 
(above average group). The analysis of these two groups assists in the identification 
of the effects of the personal and family background factors in explaining the 
differences between the groups. The descriptive statistics for the two groups are 
provided in table 5.17. 
 
Table 5.17 The two household groups used for further analysis39 
 Frequency  
(N) 
Percent 
Below average group 1 286 39.9% 
Above average group 1 937 60.1% 
Total 3 223 100.0% 
 
The statistics in table 5.17 indicate that the majority of the households (60.1%) in the 
sample have a hi gher net equity value than the average South African household 
based on the results of the econometric model applied. This may indicate that South 
African households’ net equity value is higher than previously thought and that 
households are better off. This could be due to the different data collections and 
analysis methods for microeconomic and macroeconomic data. The results of the 
linear regression performed are presented in the next section. 
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5.5.2 A model for predicting net equity value in the South African household’s 
Statement of Financial Position  
 
The construction of the model was performed by using SPSS Binary Logistic 
Regression and including the eleven independent variables identified. The value of 
the dependent variable, namely net equity value, was used to split the dataset into 
two groups (see table 5.17). For the purpose of this analysis, only respondents with 
no missing values for all eleven independent variables were included (case wise 
exclusion), leaving a us able sample of 1 441 respondents. The frequency of the 
variable categories in relation to one another was analysed and two categories were 
combined because the number of respondents (N) was too low to perform the Binary 
Logistic Regression analyses. The respondents per variable and categorised per 
group are set out in table 5.18. 
 
Table 5.18 Usable respondents per variable categorised per group40 
Variable Variable categories Frequency  
(N) 
Age 29 and under 173 
30 – 44 577 
45 – 59 576 
60 and over 115 
Employment status Paid worker 1 094 
Self-employed 347 
Family size 1 member 148 
2 members 269 
3 members 303 
4 members 305 
5 members 210 
More than 5 members 206 
Marital status Never married and single 302 
Married or living together as partners 944 
Widowed, separated or divorced 195 
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Variable Variable categories Frequency  
(N) 
Gender Male 1 037 
Female 404 
Occupation Managers 199 
Professionals 147 
Technicians and Associate Professionals 243 
Clerical Support Workers 105 
Service and Sales Workers 192 
Skilled Agricultural, Forestry, Fishery, 
Craft and Related Trades Workers 
229 
Plant and Machine Operators, and 
Assemblers 
143 
Elementary occupations 183 
Education level No schooling / Primary school 183 
Grade 10 or less 365 
Grade 12 491 
Diploma / Degree / Post-graduate degree 402 
Income level Less than R1 399 85 
R1 400 – R2 499 127 
R2 500 – R4 999 200 
R5 000 – R7 999 184 
R8 000 – 10 999 145 
R11 000 – R19 999 210 
R20 000 or more 490 
Province 
 
 
 
 
 
 
Eastern Cape 139 
Free State 168 
Gauteng 206 
KwaZulu Natal 151 
Limpopo 122 
Mpumalanga 193 
Northern Cape 159 
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Variable Variable categories Frequency  
(N) 
Province North West 155 
Western Cape 148 
Area distribution Metro 330 
Non-metro 852 
Rural 259 
Ethnicity Black 574 
Indian / Asian / Other 247 
Coloured 321 
White 299 
 
To test the effectiveness of the model in describing the dependent variable, two 
goodness-of-fit tests were performed, namely the Omnibus Tests of Model 
Coefficients and the Hosmer-Lemeshow (Hosmer Jr & Lemeshow, 2000). 
 
The Omnibus Tests of Model Coefficients was very highly significant (χ2=479.124 
df=41, p=0.000), indicating that the model performed well when none of the 
dependent variables were entered. The Hosmer-Lemeshow goodness-of-fit test was 
not significant (χ2=9.362 df=8, p=0.313), indicating that the model described the data 
well. Thus the model could be used for further analysis. The acceptable level for 
significance (p-value) in the research project was 0.05, requiring predictor variables 
with a p-value of less than 0.05. 
 
The pseudo R2 for the model was determined by calculating the Cox and Snell 
R2=0.283 and Nagelkerke R2=0.381. These two tests determine the amount by 
which the model can explain differences in the dependent variable. Based on t he 
results, it can be concluded that between 28,3 percent and 38,1 percent of the 
change in the net equity value of a household can be explained by the independent 
variables. 
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By including the independent variables in the model, the model is able to correctly 
predict in which group (Below average group or Above average group) a household 
will be classified in 74,0 percent of the cases overall (see table 5.19).  
 
Table 5.19 Predictive model41 
 Predicted 
Net equity value Percentage 
Correct Below  
average group 
Above 
average group 
Net equity 
value 
Below average group 392 197 66.6 
Above average group 177 675 79.2 
Overall Percentage   74.0 
 
The sensitivity of the model to correctly predict that a household is in the Above 
average group is 79,2 percent. The specificity of the model to correctly predict that a 
household fall in the Below average group is 66,6 percent. The positive predictive 
value of the model is 77,4 percent and represents the percentage of households that 
were actually observed as having Above average net equity value. The negative 
predictive value of the model, representing the number of households actually 
observed as having Below average net equity value, is 68,9 percent. Therefore, for 
every four households that are in the Above average group, the model can correctly 
predict three of them whilst it is two out of every three for the Below average group 
category. 
 
The next step in the analysis indicates the significance of the contribution to the 
predictive ability of the model by each independent variable. The results of the 
Binary Logistic Regression in table 5.20 are interpreted as follows: 
 
B:  This value provides the probability of a household falling into the Above 
average group with a positive value increasing the probability; 
Wald:  The results of the Wald test indicate the contribution of each variable to the 
model;  
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Sig.: The significance of the contribution by the variable to the predictive ability; 
and 
Exp(b): This value represents the odds ratio of the independent variable and 
represents the increase in odds of being in the Above average group if the 
dependent variable increases by one u nit (moves from one categorical 
group to the next), all other variables being equal. 
 
Table 5.20 indicates that the independent variables Age (p=0.000), Education level 
(p=0.000) and Income level (p=0.000) are very highly significant in influencing the 
group into which a household falls whilst Province (p=0.001) is highly significant. The 
variables Family size (p=0.015), Occupation (p=0.016) and E thnicity (p=0.023) are 
also significant in the model. 
 
It is interesting to note that of these seven independent variables, five are direct 
attributes of the household head, namely Age, Education level, Occupation, Ethnicity 
and Province. The Income level and Family size are the two variables where the 
information for the entire household is aggregated. This could indicate that the 
demographics and attributes of the household head are the main contributors and 
determinants of a household’s total net equity value. 
 
In the model, the reference group for each independent variable is the first 
respective group of each variable:  
• Age: 29 and under; 
• Employment status: Paid worker; 
• Family size: 1 member; 
• Marital status: Never married and single; 
• Occupation: Managers; 
• Education level: No schooling / Primary school; 
• Income level: Less than R1 399 
• Province: Eastern Cape; 
• Area distribution: Metro; and 
• Ethnicity: Black. 
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Table 5.20 Variables in the Equation42 
 B Wald Sig. Exp(B) 
Age  60.321 0.000***   
30 - 44 0.654 9.113 0.003** 1.923 
45 - 59 1.394 36.206 0.000*** 4.030 
60 and over 2.243 41.258 0.000*** 9.426 
Self-employed 0.014 0.007 0.934  1.014 
Family size  14.172 0.015*   
2 members 0.914 11.046 0.001** 2.493 
3 members 0.796 8.648 0.003** 2.216 
4 members 0.994 12.748 0.000*** 2.703 
5 members 0.838 8.068 0.005** 2.311 
More than 5 members 0.890 8.977 0.003** 2.434 
Marital status  0.681 0.712    
Married or living together as partners 0.051 0.059 0.808  1.052 
Widowed, separated or divorced -0.146 0.374 0.541  .864 
Gender     
Female -0.261 1.802 0.179  .770 
Occupation  17.170 0.016*   
Professionals 0.773 5.299 0.021* 2.167 
Technicians and Associate Professionals 0.246 0.933 0.334  1.279 
Clerical Support Workers 0.095 0.091 0.763  1.099 
Service and Sales Workers -0.230 0.767 0.381  .794 
Skilled Agricultural, Forestry, Fishery, Craft and 
Related Trades Workers 
-0.065 0.064 0.800  .937 
Plant and Machine Operators, and Assemblers 0.258 0.767 0.381  1.295 
Elementary occupations -0.407 1.931 0.165  .666 
Education level  19.515 0.000***   
Grade 10 or less 0.263 1.446 0.229  1.301 
Grade 12 0.641 7.703 0.006** 1.899 
Diploma / Degree / Post-graduate degree 1.073 16.043 0.000*** 2.925 
Income level  85.068 0.000***   
R1 400 - R2 499 -0.329 0.961 0.327  .720 
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 B Wald Sig. Exp(B) 
R2 500 - R4 999 0.096 0.100 0.752  1.101 
R5 000 - R7 999 0.174 0.319 0.572  1.189 
R8 000 - 10 999 0.364 1.306 0.253  1.439 
R11 000 - R19 999 0.637 4.289 0.038* 1.892 
R20 000 or more 1.699 31.335 0.000*** 5.467 
Province  25.149 0.001**   
Free State 0.704 5.197 0.023* 2.022 
Gauteng 0.045 0.023 0.879  1.046 
KwaZulu Natal 0.386 1.643 0.200  1.470 
Limpopo 0.181 0.301 0.583  1.198 
Mpumalanga 1.026 12.020 0.001** 2.789 
Northern Cape 0.207 0.434 0.510  1.230 
North West 0.944 8.692 0.003** 2.570 
Western Cape 0.797 6.473 0.011* 2.218 
Area distribution  3.063 0.216    
Non-metro -0.429 2.876 0.090  .651 
Rural -0.286 0.914 0.339  .751 
Ethnicity  9.532 0.023*   
Indian / Asian / Other -0.125 0.310 0.578  .882 
Coloured -0.026 0.020 0.887  .974 
White 0.528 5.653 0.017* 1.695 
Constant -2.804 25.232 0.000*** .061 
a. Variable(s) entered on step 1: Age, Employment status, Family size, Marital status, Gender, 
Occupation, Education level, Income level, Province, Area distribution, Ethnicity. 
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
It is observed in table 5.20 that the variable with the highest predictive contribution to 
the model is Income level with a Wald score of 85.068. The seven variables that 
contribute significantly to the predictive model are each discussed in more detail 
below. 
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Age 
 
Compared to the reference group (29 and under), the 45 – 59 and 60 and over 
groups are very highly significantly different with the 30 – 44 group being highly 
significantly different. The probability of a household falling into the Above average 
group increases progressively as the head of the household gets older and moves 
into the different age groups with the age group 30 – 44 (0.654), 45 – 59 (1.394) and 
60 and over (2.243) having a higher probability of being in the Above average group 
than the 29 and under group.  
 
A further analysis of table 5.20 indicates the odds ratio for each independent 
variable. The odds ratio for age is progressive, meaning that the odds of a household 
being included in the Above average group increase as the age of the household 
head increases. The odds of a household falling into the Above average group is 
1.923, 4.030 and 9.426 times higher if the head of the household falls in the age 
groups 30 – 44, 45 - 59 and 60 and over respectively, compared to the 29 and under 
group. 
 
Education level  
 
Compared to the reference group (No schooling / Primary school), a household head 
with an education level of Diploma / Degree / Post-graduate degree is very highly 
significantly different with the Grade 12 group being highly significantly different. The 
probability of a hou sehold falling into the Above average group increases 
progressively as the education level of the head of the household improves, with the 
education level groups Grade 12 (0.641) and Diploma / Degree / Post-graduate 
degree (1.073) having a higher probability of being in the Above average group than 
the No schooling / Primary school group. 
 
The odds ratio for education level is progressive, indicating that the odds of a 
household falling into the Above average group increase the better the education 
level of the head of the household. The likelihood of a ho usehold falling into the 
Above average group is 1.899 and 2.925 times higher for the education level groups 
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Grade 12 and Diploma / Degree / Post-graduate degree respectively, compared to 
the No schooling / Primary school group. 
 
Income level  
 
Compared to the reference group (Less than R1 399), a household with an income 
level of R20 000 or more is very highly significantly different with the R11 000 - 
R19 999 group being significantly different. The probability of a household falling into 
the Above average group increases progressively as the education level of the head 
of the household improves, with the income level groups R11 000 - R19 999 (0.637) 
and R20 000 or more (1.699) having a hi gher probability of being in the Above 
average group than the Less than R1 399 group. 
 
The odds ratio for income level is also progressive, indicating that the odds of a 
household falling into the Above average group gets higher the better the income 
level of the household. The likelihood of a household falling into the Above average 
group for the income level groups R11 000 - R19 999 and R20 000 or more are 
1.892 and 5.467 higher respectively, compared to the Less than R1 399 group. 
 
Province 
 
Compared to the reference group (Eastern Cape), a household residing in 
Mpumalanga and North West is very highly significantly different whilst residing in 
the Free State and Western Cape is significantly different. The probability of a 
household falling into the Above average group increases if the household lives in a 
province other than the Eastern Cape. The probability of falling into the Above 
average group category increases for Mpumalanga (1.026), North West (0.944), 
Free State (0.704) and Western Cape (0.797) compared to residing in the Eastern 
Cape group. 
 
The odds ratio for a household falling into the Above average group is higher for 
each of the other provinces when compared to the Eastern Cape. The odds are 
2.789 higher for a household residing in Mpumalanga, 2.570 higher if in North West, 
2.022 higher if in Free State and 2.218 higher if residing in the Western Cape. 
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Family size 
 
Compared to the reference group (1 member), a family size of 4 members is very 
highly significantly different. The remaining four groups are all highly significantly 
different. The probability of a h ousehold falling into the Above average group 
increases compared to a household that consists of only 1 member. The probability 
of falling into the Above average group increases for a household of 4 members 
(0.994), 2 members (0.914), 3 members (0.796), 5 members (0.838) and more than 
5 members (0.890) when compared to a 1 member household.  
 
The odds ratio for a household falling into the Above average group is also higher for 
each of the other family sizes when compared to the 1 member household. The odds 
are 2.703 higher for a household consisting of 4 members, 2.493 higher for a 2 
members household, 2.216 for 3 members, 2.311 for 5 members and 2.434 for a 
household with more than 5 members.  
 
Occupation 
 
Compared to the reference group (Managers), a household head with an occupation 
as Professionals is significantly different. The probability of a household falling into 
the Above average group increases for the Professionals (0.773) group compared to 
the Managers group. 
 
The odds ratio for the Professionals occupation is 2.167, indicating that the odds of 
those households falling into the Above average group are higher compared to a 
household head with an occupation in the Managers group.  
 
Ethnicity  
 
Compared to the reference group (Black), a household head with an ethnicity of 
White is significantly different. The probability of a household falling into the Above 
average group increases for the White (0.528) group compared to the Black group. 
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The odds ratio for a household falling into the Above average group is also 1.695 
times higher for the White group when compared to the Black group.  
 
5.5.3 Conclusion 
 
This section has provided the model to evaluate the effect of the selected significant 
factors (independent variables) on the net equity value (dependent variable) in the 
South African household’s Statement of Financial Position using a B inary Logistic 
Regression model. 
 
To determine the variables that most significantly influence household net equity 
values, the dataset was divided into two groups based on the net equity value of the 
household. These two groups were determined based on their respective net equity 
value (above and below the median net equity value of R75 527.19). An analysis of 
the results of this section assists in indicating which selected factors statistically 
significantly explain the differences between households that have a net equity value 
of below the South African Median value with those above the median value. 
 
Figure 5.16 provides a s ummary of the seven significant variables, namely Age, 
Family size, Occupation, Education level, Income level, Province and Ethnicity that 
statistically significantly contribute (using the Wald score) to the model in predicting 
between 28,3 percent and 38,1 percent of the difference in the net equity value of a 
household. 
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Figure 5.16 Effect of significant factors in explaining between 28,3 and 38,1 
percent of the differences in the net equity values of South African households 
36 
5.6 CONCLUSION 
 
This chapter has provided the results of the second phase of the research, namely 
applying the heuristic model to the South African empirical data obtained from a 
household survey to determine if the factors included in the heuristic model were 
also significant in the South African context.  
 
The results of the statistical analysis performed in this chapter revealed that the 11 
factors contained in figure 5.17 (see below) all significantly influence the net equity 
value in the South African household’s Statement of Financial Position.  
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Figure 5.17 Heuristic model: Selected factors significantly influencing 
household net equity (South African households)37 
 
The selected significant factors were used to construct a Binary Logistic Regression 
model to determine the effect of the variables in explaining the differences in the net 
equity value of the South African household’s Statement of Financial Position. The 
results of the model indicated that seven factors namely Age, Family size, 
Occupation, Education level, Income level, Province and E thnicity statistically 
significantly contribute in explaining between 28,3 percent and 38,1 percent of the 
difference in the net equity value of households below the South African Median 
value to those above the median.  
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Figure 5.18 Effect of significant factors in explaining between 28,3 and 38,1 
percent of the differences in the net equity values of South African households 
38 
The next chapter provides a s ummary of the study, and an overview of the key 
findings. Finally, it discusses areas for future research. 
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CHAPTER 6: SUMMARY AND CONCLUSION 
CHAPTER 6 43 
6.1 INTRODUCTION 
CHAPTER 6 39 
Improving household net equity not only benefits the individual household but also 
the country as a whole, since it reduces the strains on government finance. Since the 
dawn of democracy the South African government has introduced various 
programmes aimed at improving the life of South African citizens.  
 
Internationally, numerous factors that influence a household’s net equity value have 
been identified. An understanding of which of these factors influence a household’s 
net equity value will enable government to identify policies aimed at improving South 
African household net equity. The research objective of the study was to determine if 
any demographic factors significantly influence the assets, liabilities and net equity of 
the South African household’s Statement of Financial Position. In order to achieve 
this objective, the following research question was formulated: 
 
Which of the selected factors have a significant influence on the net equity of the 
South African household’s Statement of Financial Position? 
 
The following section provides a summary of the main findings that were obtained in 
the research process.  
 
6.2 SUMMARY OF RESEARCH FINDINGS 
 
6.2.1 INTRODUCTION 
 
The research method applied in the study to achieve the research objective 
consisted of two distinct phases. During the first phase a heuristic model consisting 
of two components was developed. The first component described how to measure 
the net equity of a household. The second component described the factors that 
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influence household net equity values. During this the second phase of the research, 
the heuristic model was applied to the empirical data obtained from the household 
survey to determine if the factors included in the heuristic model were also significant 
in the South African context.  
 
The research objective was formulated to achieve the aim of this study in order to 
answer the research question. The research objective was achieved by answering 
two research sub-questions. A summary of the findings that were obtained is set out 
in this section by first discussing how the first research sub-question was answered 
(see section 6.2.2) and then how the second research sub-question was answered 
(see section 6.2.3). This is followed by the conclusion to this section (see section 
6.2.4). 
 
6.2.2 HEURISTIC MODEL: FACTORS THAT INFLUENCE HOUSEHOLD NET 
EQUITY VALUES 
 
In order to develop the first component of the heuristic model, the following research 
sub-question was formulated: 
 
Sub-question 1:  
Which assets and liabilities must be included when measuring the net equity 
value in a household’s Statement of Financial Position and how are the assets 
and liabilities valued? (see section 1.3) 
 
The first aspect that was investigated was the definition of a household. Since the 
definition of a h ousehold influences not only who are considered members of the 
household but also the assets and liabilities that are included in the household’s net 
equity, it forms a critical element of the study. 
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For the purposes of this study, the definition applied in the omnibus study was 
adopted, namely:  
 
A household is a person or a group of persons who live and eat together 
as a unit for at least 4 days a week. 
 
Having identified which members of the household’s assets and liabilities should be 
included in determining the household’s net equity, the next step was to establish a 
framework of assets and liabilities to be included in the analysis. The review of the 
literature identified the different household asset and l iability models. For the 
purpose of this study, the South African household Statement of Financial Position 
framework (see table 6.1) developed by (Scheepers, 2013) was used to include the 
assets less liabilities contained in the survey in order to measure a household’s net 
equity. 
 
Table 6.1 South African household Statement of Financial Position 
framework44 
 Main 
asset/liability 
classification 
Description 
ASSETS 
 
 
 
 
 
 
 
 
 
 
 
 
 
Non-current assets  Residential property and other property 
Other non-financial 
assets  
Vehicles, boats and pl anes, household content, 
collectibles, trust assets and business assets 
Retirement funding 
assets 
Retirement funding assets 
Financial assets  Insurance, funeral insurance, special needs 
insurance, educational policies, burial society 
policies, offshore investments, unlisted shares, 
loan accounts, retail savings bonds, employee 
share options and collective investments 
Current assets Stokvel assets, listed shares, fixed deposits, other 
current assets, savings accounts, money market 
investments, cheque accounts, mzansi accounts 
and cash at home 
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- LIABILITIES Mortgage loans Mortgage on residential property and m ortgages 
on other property 
Financial liabilities Financing:  
Vehicle financing, financing of boats and pl anes, 
household content/collectible financing, other hire 
purchase agreements and cell phone contracts,  
Loans: 
Student loans, personal loans, loan from 
employers, loan from friend/relative/individuals, 
cash loans and other loans 
Current liabilities Bank overdrafts, credit cards, store cards, 
petrol/garage cards, household bills payable, 
municipal accounts, airtime accounts, rent in 
arrear, alimony, school fees, SABC/DSTV/Toptv, 
medical bills and other bills 
Source: Scheepers, (2013) 
 
A further analysis of the literature on household surveys determined that household 
assets and liabilities should be measured using their current values. The first 
research sub-question was therefore addressed as follows: 
 
Sub-question 1:  
 Which assets and liabilities must be i ncluded when measuring the net 
equity value in a household’s Statement of Financial Position and how 
are the assets and liabilities valued? 
The research found that: 
 The net equity value of a household (defined as a person or a group of 
persons who live and eat together as a unit for at least four days a week) 
is measured by valuing the assets and l iabilities included in the South 
African household Statement of Financial Position framework at their 
current values. 
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Having identified the assets and liabilities to be included in the survey, the second 
component to the heuristic model had to be investigated; hence the second research 
sub-question was formulated: 
 
Sub-question 2:  
 Which of the selected factors influence the net equity value in a household’s 
Statement of Financial Position? (see section 1.3) 
 
Two groups of factors that can influence the net equity value of households were 
identified from the literature, namely personal factors and family background factors. 
These two groups of factors are summarised in figure 6.1 below.  
 
 
Figure 6.1 Factors influencing household net equity value40 
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• Employment status 
• Family size 
• Marital status 
• Life stages 
• Gender 
• Occupation 
• Education level 
• Income level 
• Financial literacy 
• Province 
• Area distribution 
• Other factors 
Family Background factors 
• Parental education 
• Parental net equity 
• Number of siblings 
• Ethnicity 
• Transfers and bequests 
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The factors identified from the literature review were used to address the second 
research sub-question: 
 
Sub-question 2:  
 Which of the selected factors influence the net equity value in a household’s 
 Statement of Financial Position? 
The research found that: 
 Personal and family background factors influence a household’s Statement of 
 Financial Position. 
 
Following the completion of the literature review phase of the study, a 
comprehensive heuristic model, provided in figure 6.2, was developed. 
 
 
Figure 6.2 Heuristic model: Selected factors influencing household net equity 
(Components 1 and 2)41 
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6.2.3 STATISTICAL ANALYSIS PROCESS  
 
In order to determine whether the factors included in the heuristic model 
(independent variables) have a s ignificant influence on a h ousehold’s net equity 
value (the dependent variable), a three-phase statistical process of analysis was 
followed: 
 
Phase 1:  Measure household net equity value per respondent; 
Phase 2:  Determine if each selected factor (independent variables) has a 
significant influence on a household’s net equity value; and  
Phase 3:  Construct a Binary Logistic Regression model to evaluate the effect of 
each of the factors on the net equity group into which a household was 
classified.  
 
During Phase 1, it was established that the average Rand value of the net equity per 
household of the respondents was R557 802. The 3 223 respondents had an 
average asset value of R618 105 and average liabilities of -R60 303. The individual 
household net equity values were used to determine if any factors had a significant 
influence on a household’s net equity.  
 
Phase 2 of the statistical analysis determined if each of the selected factors analysed 
in this study had a significant influence on a h ousehold’s net equity. Table 6.2 
provides a summary of the findings of this analysis.  
 
Table 6.2 Summary of the effect of each variable on net equity values45 
Variables Significance of factor  
(p-value) 
Eta2  effect 
Age  0.000 Medium 
Employment status  0.000 Medium 
Family size  0.000 Medium 
Marital status  0.000 Medium 
Gender  0.000 Low 
Occupation  0.000 Medium 
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Variables Significance of factor  
(p-value) 
Eta2  effect 
Education level   0.000 Large 
Income level  0.000 Large 
Province  0.016 Low 
Area distribution  0.000 Medium 
Ethnicity  0.000 Large 
Transfers received  0.999 None 
 
Based on the results of which factors significantly influence household net equity, the 
Transfers received variable was removed from the final heuristic model which was 
used for further analysis (see figure 6.3). 
 
 
Figure 6.3 Heuristic model: Selected factors influencing household net equity 
(South African households)42 
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The first step of the third phase of the statistical analysis was to apply Pearson 
correlation analysis to determine if any of the variables were covariates. The analysis 
revealed that none of the variables were covariate. 
 
To determine the effect of the significant factors included in the heuristic model in 
explaining differences in a household’s net equity, a Binary Logistic Regression 
model was developed. As part of this process, households were divided into two 
groups based on their net equity values. The first group were those households with 
a net equity value above the South African Median (based on the econometric model 
of household wealth developed by the Bureau for Market Research) with the second 
group having values below the median.  
 
The results of the binary logistic regression indicated that seven factors, namely Age, 
Family size, Occupation, Education level, Income level, Province and Ethnicity (see 
figure 6.4) statistically significantly explain between 28,3 percent and 38,1 percent of 
the difference in the net equity value of the South African household’s Statement of 
Financial Position. 
 
 
Figure 6.4 Effect of significant factors in explaining between 28,3 and 38,1 
percent of the differences in the net equity values of South African 
households43 
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6.2.4 CONCLUSION 
 
This section has presented a summary of the findings of the different phases of the 
research conducted in this study. An overview of the findings for the two components 
of the heuristic model was provided as well as the findings of the statistical analysis 
process. 
 
6.3 CONCLUSION 
 
This study investigated selected factors that affect the net equity value of a 
household in a S outh African context. The aim of the study was to determine if 
selected factors significantly influence the net equity (assets less liabilities) of the 
South African household’s Statement of Financial Position. In order to achieve this 
objective, the following research question was formulated: 
 
Which of the selected factors have a significant influence on the net equity of the 
South African household’s Statement of Financial Position? 
 
To answer the research question, two research sub-questions were formulated (see 
section 6.2.2) and addressed by conducting a l iterature review and anal ysing 
empirical data according to a heur istic model developed from the literature (see 
figure 6.3). 
 
The results of the analytical process revealed that the factors identified in figure 6.5 
have a statistically significant influence on the net equity value in the South African 
household’s Statement of Financial Position. 
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Figure 6.5 Selected factors significantly influencing the net equity of the South 
African household’s Statement of Financial Position44 
 
The South African Government has various interventions in place in order to assist 
the poor and reduce inequality. The results of this study indicate 11 factors that 
directly influence household net equity and that should be the focus of future 
interventions to improve household net equity and reduce inequality. If the effect of 
the factors in explaining differences in the household net equity is considered, 
Income level has the highest effect. This indicates that focusing on i mproving the 
Income level of poor households will produce the biggest change in increasing their 
net equity value. 
6.4 FUTURE RESEARCH 
 
The determination of the net equity value of a household is calculated at a specific 
point in time and as this study was conducted using data that was collected in 
2012/2013, it can be expected that the net equity position of households has since 
changed. Government has continued with its poverty alleviation and inequality 
reducing interventions and the results of this study could be analysed and compared 
to subsequent periods to identify whether the results of these interventions are 
leading to an improved net equity value for households. 
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The literature review of this study identified various factors that could influence 
household net equity but which were not statistically analysed as the relevant 
empirical data was not included in the omnibus survey used in this study. These 
factors include financial literacy, parental education, parental net equity, number of 
siblings and beq uests. Future research could include these factors do det ermine 
their influence on the net equity of households in a South African context. 
 
Lastly, this study investigated the factors that significantly influence the net equity 
value in the South African household’s Statement of Financial Position and net 
equity was calculated as the assets owed less the liabilities owned. Future research 
could determine whether the identified factors are also significant in relation to the 
individual assets owned and liabilities owed. 
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ANNEXURES 
 
ANNEXURE A: LIST OF CONSUMER GOODS 
 
Furniture and household appliances 
Furniture and furnishings 
Carpets and other floor coverings 
Major household appliances whether electric or not 
Major tools and equipment for house and garden 
Personal transport equipment 
Motor cars 
Motor cycles 
Bicycles 
Animal drawn vehicles 
Recreational and entertainment goods 
Telephone and telefax equipment 
Equipment for the reception, recording and reproduction of sound and 
Photographic and cinematographic equipment and optical instruments 
Information processing equipment 
Major durables for outdoor recreation 
Musical instruments and major durables for indoor recreation 
Other durable goods 
Jewellery, clocks and watches 
Therapeutic medical appliances and equipment 
Source: United Nations, European Commission, Organisation for Economic Co-
operation and Development, International Monetary Fund & World Bank Group, 
(2009) 
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ANNEXURE B: ANOVA RESULTS PER SELECTED FACTOR 
 
Age 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
129950541164559 3 43316847054853.100 32.361 0.000*** 
Within 
Groups 
4260591316881200 3183 1338545811147.090    
Total 4390541858045760 3186     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
Employment status 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
105136290127111 3 35045430042370.400 26.790 0.000*** 
Within 
Groups 
4149493915716300 3172 1308163277338.050    
Total 4254630205843410 3175     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
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Family size 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
79280298541889 5 15856059708377.800 11.430 0.000*** 
Within 
Groups 
4301820644626120 3101 1387236583239.640    
Total 4381100943168010 3106     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
Marital status 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
110388566476576 2 55194283238288 41.080 0.000*** 
Within 
Groups 
4292720085543390 3195 1343574361672    
Total 4403108652019970 3197     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
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Gender 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
45506815386070 1 45506815386070 33.528 0.000*** 
Within 
Groups 
4358168686990570 3211 1357262126126    
Total 4403675502376640 3212     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
Occupation 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
166231834236991 7 23747404890998 16.407 0.000*** 
Within 
Groups 
2710938587779830 1873 1447377783117    
Total 2877170422016820 1880     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
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Education level 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
274710558803029 3 91570186267676.400 70.559 0.000*** 
Within 
Groups 
4116542946584530 3172 1297775203841.280    
Total 4391253505387560 3175      
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
Income level 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
299414565808361 6 49902427634726.800 40.835 0.000*** 
Within 
Groups 
3246984980347900 2657 1222049296329.660     
Total 3546399546156260 2663       
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
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Province 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
25751681076679 8 3218960134584 2.356 0.016* 
Within 
Groups 
4380350939927570 3206 1366297860239    
Total 4406102621004250 3214     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
Area distribution 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
96062048457594 2 48031024228797 35.647 0.000*** 
Within 
Groups 
4302273553789750 3193 1347407940428    
Total 4398335602247350 3195     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
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Ethnicity 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
323295195086188 3 107765065028729 84.568 0.000*** 
Within 
Groups 
4071396577875280 3195 1274302528286    
Total 4394691772961470 3198     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
Transfers received 
ANOVA 
Net equity value 
  Sum of Squares df Mean Square F Sig. 
Between 
Groups 
1785849 1 1785849 .000 0.999     
Within 
Groups 
3682491672834510 2150 1712786824574    
Total 3682491674620360 2151     
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
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ANNEXURE C: COVARIANCE RESULTS 
 
Correlations 
 
Age Employ-
ment 
status 
Family 
size 
Marital 
status 
Gender Occupa-
tion 
Education 
level 
Income 
level 
Province Area 
distribu-
tion 
Ethnicity 
Age Pearson 
Correlation 
1.000 0.431 -0.044 0.404 0.075 -0.030 -0.166 -0.117 -0.011 -0.102 0.222 
Sig. (2-tailed) 
 
0.000 0.014 0.000 0.000 0.191 0.000 0.000 0.531 0.000 0.000 
N 3187 3140 3074 3163 3178 1860 3144 2637 3180 3160 3165 
Employ-
ment 
status 
Pearson 
Correlation 
 1.000 -0.183 0.208 -0.103 -0.108 0.096 0.017 -0.031 -0.184 0.279 
Sig. (2-tailed)  
 
0.000 0.000 0.000 0.000 0.000 0.373 0.077 0.000 0.000 
N  3176 3064 3167 3166 1867 3148 2623 3168 3149 3168 
Family 
size 
Pearson 
Correlation 
  1.000 0.005 -0.052 0.103 -0.212 0.038 0.040 0.142 -0.261 
Sig. (2-tailed)   
 
0.793 0.004 0.000 0.000 0.053 0.026 0.000 0.000 
N   3107 3087 3097 1814 3065 2557 3099 3081 3088 
Marital 
status 
Pearson 
Correlation 
   1.000 0.196 -0.040 -0.085 -0.012 -0.009 -0.105 0.162 
Sig. (2-tailed)    
 
0.000 0.088 0.000 0.540 0.605 0.000 0.000 
N    3198 3188 1865 3167 2642 3190 3171 3194 
Gender Pearson 
Correlation 
    1.000 0.048 -0.190 -0.274 -0.011 0.109 -0.130 
Sig. (2-tailed)     
 
0.038 0.000 0.000 0.517 0.000 0.000 
N     3213 1875 3166 2655 3205 3186 3189 
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Occupa
-tion 
Pearson 
Correlation 
     1.000 -0.421 -0.354 0.072 0.172 -0.234 
Sig. (2-tailed)      
 
0.000 0.000 0.002 0.000 0.000 
N      1881 1852 1565 1873 1867 1865 
Educa-
tion 
level 
Pearson 
Correlation 
      1.000 0.412 0.004 -0.278 0.321 
Sig. (2-tailed)       
 
0.000 0.837 0.000 0.000 
N       3176 2627 3168 3149 3168 
Income 
level 
Pearson 
Correlation 
       1.000 0.051 -0.134 0.210 
Sig. (2-tailed)        
 
0.008 0.000 0.000 
N        2664 2658 2640 2645 
Pro-
vince 
Pearson 
Correlation 
        1.000 0.182 0.079 
Sig. (2-tailed)         
 
0.000 0.000 
N         3215 3189 3191 
Area 
distribu-
tion 
Pearson 
Correlation 
         1.000 -0.336 
Sig. (2-tailed)          
 
0.000 
N          3196 3172 
Ethnici-
ty 
Pearson 
Correlation 
          1.000 
Sig. (2-tailed)           
 
N           3199 
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ANNEXURE D: VARIABLES IN THE EQUATION 
 
 B S.E. Wald df Sig. Exp(B) 95% C.I.for 
EXP(B) 
Lower Upper 
Age    60.321 3 0.000***       
30 - 44 0.654 0.217  9.113 1 0.003** 1.923 1.258 2.940 
45 - 59 1.394 0.232  36.206 1 0.000*** 4.030 2.559 6.345 
60 and over 2.243 0.349  41.258 1 0.000*** 9.426 4.754 18.691 
Self-employed 0.014 0.171  0.007 1 0.934  1.014 .726 1.417 
Family size    14.172 5 0.015*       
2 members 0.914 0.275  11.046 1 0.001** 2.493 1.455 4.274 
3 members 0.796 0.271  8.648 1 0.003** 2.216 1.304 3.767 
4 members 0.994 0.278  12.748 1 0.000*** 2.703 1.566 4.665 
5 members 0.838 0.295  8.068 1 0.005** 2.311 1.296 4.118 
More than 5 members 0.890 0.297  8.977 1 0.003** 2.434 1.360 4.357 
Marital status    0.681 2 0.712        
Married or living 
together as partners 
0.051 0.208  0.059 1 0.808  1.052 .699 1.582 
Widowed, separated 
or divorced 
-0.146 0.239  0.374 1 0.541  .864 .541 1.379 
Female -0.261 0.194  1.802 1 0.179  .770 .526 1.127 
Occupation    17.170 7 0.016*       
Professionals 0.773 0.336  5.299 1 0.021* 2.167 1.122 4.187 
Technicians and 
Associate 
Professionals 
0.246 0.254  0.933 1 0.334  1.279 .777 2.106 
Clerical Support 
Workers 
0.095 0.314  0.091 1 0.763  1.099 .594 2.034 
Service and Sales 
Workers 
-0.230 0.263  0.767 1 0.381  .794 .474 1.330 
Skilled Agricultural, 
Forestry, Fishery, 
Craft and Related 
Trades Workers 
-0.065 0.258  0.064 1 0.800  .937 .566 1.552 
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 B S.E. Wald df Sig. Exp(B) 95% C.I.for 
EXP(B) 
Lower Upper 
Plant and Machine 
Operators, and 
Assemblers 
0.258 0.295  0.767 1 0.381  1.295 .726 2.308 
Elementary 
occupations 
-0.407 0.293  1.931 1 0.165  .666 .375 1.182 
Education level    19.515 3 0.000***       
Grade 10 or less 0.263 0.219  1.446 1 0.229  1.301 .847 1.998 
Grade 12 0.641 0.231  7.703 1 0.006** 1.899 1.207 2.987 
Diploma / Degree / 
Post-graduate degree 
1.073 0.268  16.043 1 0.000*** 2.925 1.730 4.945 
Income level    85.068 6 0.000***       
R1 400 - R2 499 -0.329 0.336  0.961 1 0.327  .720 .373 1.389 
R2 500 - R4 999 0.096 0.305  0.100 1 0.752  1.101 .606 2.001 
R5 000 - R7 999 0.174 0.307  0.319 1 0.572  1.189 .652 2.171 
R8 000 - 10 999 0.364 0.318  1.306 1 0.253  1.439 .771 2.685 
R11 000 - R19 999 0.637 0.308  4.289 1 0.038* 1.892 1.035 3.458 
R20 000 or more 1.699 0.303  31.335 1 0.000*** 5.467 3.016 9.909 
Province    25.149 8 0.001**       
Free State 0.704 0.309  5.197 1 0.023* 2.022 1.104 3.705 
Gauteng 0.045 0.295  0.023 1 0.879  1.046 .586 1.866 
KwaZulu Natal 0.386 0.301  1.643 1 0.200  1.470 .815 2.652 
Limpopo 0.181 0.329  0.301 1 0.583  1.198 .628 2.284 
Mpumalanga 1.026 0.296  12.020 1 0.001** 2.789 1.562 4.981 
Northern Cape 0.207 0.314  0.434 1 0.510  1.230 .664 2.278 
North West 0.944 0.320  8.692 1 0.003** 2.570 1.372 4.815 
Western Cape 0.797 0.313  6.473 1 0.011* 2.218 1.201 4.098 
Area distribution    3.063 2 0.216        
Non-metro -0.429 0.253  2.876 1 0.090  .651 .396 1.069 
Rural -0.286 0.299  0.914 1 0.339  .751 .418 1.350 
Ethnicity    9.532 3 0.023*       
Indian / Asian / Other -0.125 0.225  0.310 1 0.578  .882 .567 1.372 
Coloured -0.026 0.183  0.020 1 0.887  .974 .680 1.395 
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 B S.E. Wald df Sig. Exp(B) 95% C.I.for 
EXP(B) 
Lower Upper 
White 0.528 0.222  5.653 1 0.017* 1.695 1.097 2.619 
Constant -2.804 0.558  25.232 1 0.000*** .061     
a. Variable(s) entered on step 1: Age, Employment status, Family size, Marital status, 
Gender, Occupation, Education level, Income level, Province, Area distribution, Ethnicity. 
* p<0.05 significant 
** p<0.01 highly significant 
*** p<0.001 very highly significant 
 
 
